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FOREWORD 

The  object  of  this  report  is  to  present  a  review  of  the  experience  of  states  and 
their  political  subdivisions  with  over-all  property  tax  limitations.  Nine  states  now 
have  either  constitutional  or  statutory  limits  ranging  from  one  to  five  per  cent  of 
assessed  valuation.  The  movement  for  tax  limitations  reached  its  peak  during  the 
years  1933-34.  Since  that  period  the  scheme  has  been  so  thoroughly  discredited 
that  no  state  has  adopted  the  plan,  although  it  has  been  proposed  regularly  in  a 
number  of  state  legislatures. 

Material  is  presented  in  this  report  showing  that  over-all  property  tax  limits: 
(1)  are  designed  to  give  relief  only  to  a  special  group  of  taxpayers;  (2)  are 
neither  a  logical  or  constructive  approach  to  reformation  of  the  state  and  local 
tax  systems;  (3)  are  in  no  way  connected  with  or  conducive  to  economy  in  gov¬ 
ernment;  and,  (4)  where  enacted,  have  so  frequently  curtailed  governmental  serv¬ 
ice  and  produced  fiscal  chaos  as  to  permanently  discredit  the  plan. 

Various  real  estate  organizations  have  indicated  that  attempts  will  be  made  in 
several  states  this  year  to  secure  over-all  limitation.  The  supporters  have  seized 
upon  the  increased  federal  taxes  and  the  rent  control  program  as  reasons  why  the 
scheme  should  be  adopted  at  this  time. 

Much  was  written  on  tax  limitation  laws  during  the  middle  '30’s,  which  is 
equally  applicable  to-day.  Especially  recommended  for  persons  interested  in  ob¬ 
taining  a  more  comprehensive  review  of  the  arguments,  pro  and  con,  are  Property 
Tax  Limitation  Laws,  edited  by  Glen  Leet  and  Robert  M.  Paige,  Public  Adminis¬ 
tration  Service,  Chicago,  1936,  and  Tax  Limits  Appraised ,  A.  Miller  Hillhouse 
and  Ronald  B.  Welch,  Public  Administration  Service,  Chicago,  1937. 

This  report  has  been  prepared  by  G.  M.  Morris  of  the  staff  of  The  American 
Municipal  Association. 


January,  1943 


Earl  D.  Mallery 

Executive  Director 


INTRODUCTION 

The  "break”  in  inflated  real  estate  values  in  the  late  20’s,  followed  by  the 
economic  depression  of  the  early  30’s,  brought  with  it  a  wave  of  tax  strikes  and 
demands  for  reductions  in  real  estate  taxes.  A  product  of  the  period  was  the  de¬ 
mand  for  and  the  adoption  of  over-all  property  tax  limitations.  This  limitation 
program  was  not  connected  directly  with  the  general  movements  for  governmental 
economy  and  diversification  of  state  and  local  tax  bases,  but,  rather,  was  sponsored 
independently  by  agencies  representing  commercial  real  estate  interests. 

By  over-all  tax  limitations  is  meant  a  constitutional  or  statutory  provision  fixing 
a  maximum  property  tax  rate  or  rates  which  may  not  be  regularly  exceeded  by  the 
combined  rates  of  the  state  and  all  its  political  subdivisions  having  jurisdiction  for 
taxing  purposes  within  a  given  area.  Over-all  property  tax  limitation  as  it  is  now 
proposed,  is  not  designed  merely  to  prevent  future  increases  in  property  tax  levies, 
but,  rather,  is  presented  as  a  means  of  forcing  a  drastic  reduction  in  the  levies  and 
maintaining  them  at  this  level.  The  maximum  rate  proposed  by  the  organization 
from  which  the  plan  gets  its  principal  support  is  one  per  cent  of  true  value.  Since  it 
is  manifestly  impossible  for  any  local  government  to  be  able  to  maintain  even 
minimum  services  with  a  tax  rate  less  than  one  per  cent,  actually  it  is  proposed 
that  the  heterogeneous  group  of  local  governments  which  may  be  found  in  any  state 
attempt  to  finance  operation  with  identical  tax  rates.  Variations  in  taxable  wealth 
and  in  services  demanded  either  by  the  electorate  or  by  local  conditions  are  com¬ 
pletely  ignored.  The  plan  would  strike  at  the  very  heart  of  home  rule  since  it,  in 
effect,  would  prohibit  local  citizens  from  having  the  standard  of  municipal  services 
which  they  desire  and  are  willing  to  pay  for.  Thus,  democracy  at  the  local  govern¬ 
ment  level — fundamental  to  democracy  on  the  national  level — would  be  seriously 
threatened. 

Over  all  property  tax  limitations  have  been  adopted  in  nine  states.  Five  states — 
Indiana,  Michigan,  New  Mexico,  Washington,  and  West  Virginia — enacted  limi¬ 
tation  measures  in  1932  and  1933.  Four  other  states — Nevada,  Oklahoma,  Ohio, 
and  Rhode  Island — have  older  limits,  which  in  two  cases — Ohio  and  Oklahoma — 
were  revised  during  this  period.  Since  1933  no  states  have  adopted  over-limits, 
although  thousands  of  dollars  have  been  spent  to  promote  the  movement  in  numer¬ 
ous  states.  Victories  were  won  against  the  sponsors  of  the  movement  in  the  legis¬ 
latures  of  New  Jersey,  New  York,  Illinois,  Wisconsin,  and  other  states  in  1935.  In 
1936  the  voters  of  Colorado,  Georgia,  and  Oregon  defeated  proposed  constitutional 
amendments.  In  1937  the  legislatures  of  Minnesota  and  Pennsylvania  refused  to 
enact  the  proposal.  Since  1937  the  plan  has  been  periodically  sponsored  in  various 
states  with  the  same  lack  of  success.  In  spite  of  the  repeated  refutation  of  tax  limi¬ 
tations,  it  has  been  announced  that  the  plan  will  be  fostered  in  eighteen  states 
during  the  1943  legislative  sessions. 

The  object  of  this  report  is  to  present  evidence  that  the  experience  of  the  states 
operating  under  over-all  tax  limits  thoroughly  discredits  the  plan  as  a  constructive 
approach  to  problems  of  taxation.  The  effects  of  the  scheme  in  operation  have 
varied  from  state  to  state.  Generally,  the  operation  of  the  scheme  has  seriously 
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affected  local  governments  by  bringing  about  curtailments  of  services  and  the  weak¬ 
ening  of  their  credit  and  financial  stability.  In  some  states  the  dollar  loss  in  tax 
revenues  has  been  in  a  large  measure  replaced,  but,  in  payment  for  this,  local  gov¬ 
ernments  have  sacrificed  the  last  vestige  of  self-government — the  control  of  their 
own  finances — and  have  become  mere  pawns  of  the  state. 


DIGEST  OF  OVER- ALL  TAX  LIMITATION  MEASURES  * 


Constitutional  — Basic  rate —  — Additional  rates  requiring — 


Indiana  . 

or 

Statutory 

s 

Urban 

Percent 

2.0 

Michigan . 

c 

1.5b 

Nevada  . 

c 

5.0 

New  Mexico  . . . 

c 

2.0 

Ohio . 

c 

1.0 

Oklahoma  .... 

c 

1.5C 

Rhode  Island  . . 

s 

2.5 

Washington  . . . 

s 

2.0d 

West  Virginia  . . 

c 

0.5  to  2.0 

Rural 

No  special 

Special 

Percent 

authorization 

authorization 

1.25 

Prior  debt  service* 

Unlimited 

1.5 

Prior  debt  service 

3.5  % 

5.0 

None 

None 

2.0 

Debt  service 

None 

1.0 

None 

Unlimited® 

1.5C 

Prior  debt  serviceeSchool  districts 
1% 

2.5 

Debt  service 

Unlimited 

1.25d 

Prior  debt  service 

Unlimited® 

i.5  to  1.5 

Prior  debt  service 

50%  of 
basic  rate 

*  For  complete  texts  of  limitation  laws,  see  Appendix. 

b  The  Michigan  Supreme  Court  (School  District  of  Pontiac  v.  City  of  Pontiac,  262  Mich.  338) 
ruled  that  the  reference  to  municipal  charters  in  the  limitation  amendment  excluded  all 
municipalities  operating  under  charters  containing  tax  limits.  This  excepted  practically  all 
municipalities  of  the  state,  but  eleven  cities  have  voted  to  amend  their  charters  and  come 
under  the  15  mill  limit. 


'  To  finance  separate  schools  for  whites  and  negroes,  an  additional  rate  of  0.2%  may  be  levied. 
dThe  actual  statutory  rates  are  4%  and  2.5%,  but  property  is  assessable  by  law  at  only 
50%  of  true  value. 

*  See  Appendix  for  restrictions  on  additional  rates. 

f  No  special  authorization  is  needed  to  meet  requirements  of  the  county  welfare  fund  for 
public  welfare  purposes. 


REVIEW  OF  ARGUMENTS 

The  primary  purpose  of  over-all  property  tax  limitation  laws  is  to  reduce  the 
taxation  burden  upon  owners  of  real  estate.  The  principal  active  agency  engaged 
in  furthering  the  principle  of  over-all  property  tax  limitations  is  the  National 
Council  of  Real  Estate  Taxpayers.  This  organization  was  sponsored  and  organized 
in  1940  by  the  National  Association  of  Real  Estate  Boards.  It  is  the  spokesman 
and  lobbying  agency  in  matters  of  real  estate  taxation  for  the  National  Association 
of  Real  Estate  Boards  and  four  other  groups,  the  National  Apartment  Owners  As¬ 
sociation,  the  National  Grange,  the  Mortgage  Bankers  Association,  and  the  National 
Association  of  Building  Owners  and  Managers. 

The  tax  limitation  movement  as  it  now  presents  itself  is  but  a  sustained  drive 
by  an  articulate  group  of  large  property  owners  and  real  estate  operators  aimed  at 
a  single  objective — relief  from  real  estate  taxes  at  any  cost.  At  the  time  the  move¬ 
ment  was  first  beginning  to  achieve  popularity,  the  proponents  were  frank  to  admit 
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this  objective.  The  early  literature  cried  that  real  estate  must  be  relieved  from  its 
inequitable  tax  burden  to  prevent  confiscation  of  homes  by  the  government.  Such 
slogans  as  "Save  Our  Homes”  were  broadcast  throughout  the  state.  Public  officials 
were  denounced  as  "tax  spenders”  extorting  their  pound  of  flesh  from  the  unwary 
taxpayer.  Taxation  experts  and  researchers  who  approached  the  question  scienti¬ 
fically  were  branded  as  theorists  and  academicians — subjects  of  scorn.  Following 
the  defeat  of  over-all  limits  by  a  few  states  after  others  had  adopted  it  during  the 
months  of  desperation  of  1932-33,  the  organized  supporters  realized  that  the  move¬ 
ment  needed  identification  with  social  objectives.  Hence,  the  program  is  now  being 
stated  in  broad  terms — tax  reform,  simplification  of  the  structure  of  government, 
equitable  assessment,  reduction  of  waste  and  inefficiency — but  if  this  were  really 
the  case,  then  surely  the  tax  limitation  movement  would  be  coupled  with  a  con¬ 
structive  program  to  accomplish  these  objectives,  and  this  has  not  been  done.  For 
those  persons  who  believe  that  tax  limitations  represent  a  constructive  force  for 
good  government  the  following  statement  from  the  first  tax  letter  of  Adam  Schantz, 
III,  former  chairman  of  the  National  Committee  on  State  and  Local  Taxation,  Na¬ 
tional  Association  of  Real  Estate  Boards,  is  offered. 

"I  heartily  agree  with  Mr.  J.  W.  Wheeler  of  Seattle,  who  simply  states  that 
real  property  must  be  relieved  of  inequitable  taxes,  and  he  doesn’t  care  how. 
He  does  not  propose  that  the  realtors  and  property  owners  of  this  country 
should  advocate  the  new  source  of  taxes  for  replacement  purposes. 

"I  attribute  much  of  our  success  in  Ohio  in  attaining  the  1  per  cent  limitation 
amendment  to  an  unusual  and  widespread  public  support  by  'butchers,  bakers, 
and  candlestick  makers.’  We  religiously  avoided  even  peeping  the  words  'sales 
tax,’  'income  tax,’  and  'other  taxes.’  We  kept  our  hands  strictly  off  any  sug¬ 
gestions  for  new  taxes.  Had  we  begun  to  suggest  a  state  sales  tax,  or  an  income 
tax,  or  some  other  form  of  tax,  we  would  immediately  have  incurred  the 
enmity  of  groups  and  individuals  specifically  touched  by  such  new  taxes 
advocated.  As  it  was,  we  aroused  no  antagonism  by  suggesting  where  the  tax 
should  be  placed.  We  only  used  simple  slogans  such  as  'Save  Our  Home,’ 
'Fair  Taxes  for  Real  Estate,’  etc. 

"Attempt  after  attempt  was  made  by  a  certain  group  opposed  to  our  lim¬ 
itation  amendment  to  get  us  to  come  out  specifically  and  state  where  replace¬ 
ment  taxes  should  fall.  They  knew  that  would  be  our  'Achilles’  heel’  and  they 
were  out  to  strike  us  in  a  weak  and  vulnerable  spot. 

"Whenever  the  protectors  of  other  forms  of  wealth  carry  on  their  lobbying 
activities  and  organizations,  they  are  not  particularly  interested  where  taxes 
fall  so  long  as  taxes  do  not  fall  on  the  particular  thing  they  are  trying  to  pro¬ 
tect.  Why,  then,  should  the  real  estate  interests  seek  to  execute  themselves 
and  lose  chances  for  their  own  protection  by  being  pulled  into  this  trap?  I 
will  agree  that  this  is  not  the  enlightened  way  to  look  upon  the  problem  of 
solving  our  taxation  mess.”1 

The  standard  arguments  for  and  against  over-all  limitation  have  become  well- 
known  to  most  persons  through  the  publication  of  numerous  materials  at  the  time 
the  movement  was  at  its  peak,  hence,  it  is  not  deemed  necessary  to  more  than 
briefly  review  the  arguments  here. 


’National  Association  of  Real  Estate  Boards,  First  Tax  Letter. 
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Real  Estate’s  Burden. — The  principal  argument  for  over-all  limits  is  that 
real  estate  is  overburdened  with  taxes,  and  that  an  over-all  tax  limit  is  the  most 
feasible  means  of  correcting  this  situation.  Both  the  relative  and  absolute  burden 
of  real  estate  taxes  are  protested.  It  is  argued  that  (1)  real  estate  bears  a  dispor- 
tionate  share  of  all  taxes,  and  (2)  regardless  of  the  amount  of  other  taxes,  real 
estate  taxes  are  too  high.  The  National  Committee  on  Real  Estate  Taxation  of  the 
National  Association  of  Real  Estate  Boards  states  that  it  is  "manifestly  unfair  for 
real  estate,  which  earns  from  1/6  to  1/5  of  the  national  income,  to  pay  from  60% 
to  80%  of  the  costs  of  local  and  state  government?’ .2  Waiving  for  the  moment  con¬ 
sideration  of  the  tenuous  basis  for  these  estimates,  certain  fallacies  embodied  in  this 
glib  statement  demand  attention.  Any  conclusions  as  to  the  relative  burden  of  taxes 
on  property  ought  to  be  based  on  the  total  taxes  collected  rather  than  on  a  portion 
of  the  public  revenues.  The  fact  that  the  Federal  government,  because  of  the  con¬ 
stitutional  provision  that  "direct  taxes  shall  be  apportioned  among  the  several 
states — according  to  their  respective  numbers,”  has  left  the  property  tax  source  to 
the  states  and  local  governments  should  not  preclude  consideration  of  the  entire  tax 
burden  rather  than  that  fraction  of  the  tax  load  represented  by  state  and  local 
imposts.  When  total  taxes  are  considered,  the  relative  burden  of  real  estate  is 
materially  less.  In  1941,  the  property  tax  contributed  26.4%  of  the  total  tax 
revenues  collected  by  all  levels  of  American  government.  This  figure  includes  all 
property  taxes — real,  personal,  and  selective.  The  percent  of  state  and  local  revenues 
represented  by  all  types  of  property  taxes  was  40.5%  in  1941.  In  no  state  did  rev¬ 
enues  from  all  property  taxes  approach  60%,  the  minimum  percentage  attributed  to 
real  estate  by  the  National  Association  of  Real  Estate  Taxpayers.  As  far  as  local 
governments  alone  were  concerned,  the  property  tax  contributed  less  than  60%  of 
the  total  revenues.1 

The  real  estate  tax,  despite  the  fact  that  it  is  partially  justified  on  the  basis  of 
ability  to  pay,  is  largely  a  benefit  tax.  Protestations  as  to  the  absolute  burden  of 
taxes  on  real  estate  usually  ignore  the  fact  that  a  large  portion  of  tax  revenues  is 
expended  for  maintenance  and  capital  outlays  providing  specific  benefits  to  prop¬ 
erty  owners.  The  maintenance  of  the  following  services  by  local  government  is 
directly  beneficial  to  property  owners:  collection  and  disposal  of  refuse;  sewer 
maintenance  and  operation;  care  of  streets,  sidewalks,  and  gutters;  street  lighting; 
fire  protection  and  prevention;  police  protection;  and  others.  The  maintenance  of 
schools  and  libraries,  parks,  playgrounds,  and  board  of  health  activities  directly 
benefit  property  owners  because  of  their  favorable  influence  on  property  values. 

A  third  factor  affecting  the  absolute  burden  of  real  estate  is  that  land,  which 
constitutes  an  important  part  of  real  estate,  derives  part  of  its  value  from  society. 
This  is  the  so-called  unearned  increment  which  is  in  no-wise  related  to  any  effort 
expended  or  services  rendered  by  individual  owners.  Up  to  the  amount  of  the  un¬ 
earned  increment,  a  real  estate  tax  is  the  only  device  for  reaching  this  wealth  created 
by  society. 

1  "Over-All  Limitation  of  Real  Estate  Taxes,”  National  Committee  on  Real  Estate  Taxation 
of  NAREB,  April  1940,  p.  9. 

2  Property  Taxation:  1941,  State  and  Local  Government  Study  No.  22.  Bureau  of  the  Census, 
September  1942,  p.  10. 
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Regardless  of  whether  or  not  the  present  level  of  real  estate  taxation  is  justified, 
there  are  several  important  reasons  from  the  standpoint  of  tax  equity,  why  sudden 
and  drastic  reductions  in  tax  levies  should  be  avoided.  Benefits  would  be  conferred 
on  present  owners,  extending  only  in  limited  degree  to  future  owners  and  not  at  all 
to  those  who  have  sold  or  lost  their  property.  Proponents  of  tax  limitation  seek  re¬ 
ductions  far  in  excess  of  the  increases  in  the  past  several  years.  Thus,  present 
owners  are  to  be  repaid  for  losses  which  they  have  shifted  to  former  owners  by 
purchasing  the  real  estate  at  prices  allowing  for  taxes  at  somewhere  near  the  present 
level.  This  amounts  to  the  asking  that  this  reduction  be  financed  by  means  of  taxes 
which  will  rest  in  part  upon  the  persons  suffering  the  injustice. 

The  Tax-payer’s  Burden. — Real  estate  taxes  will  be  reduced  by  over  all 
limitation,  but  most  real  estate  owners  are  income  receivers  and  consumers.  Real 
estate  taxes  must  be  replaced  by  other  types  of  taxes.  The  small  home-owner,  small 
businessman,  farmer,  and  the  wage-earner  will  usually  lose  more  than  they  gain. 
Chief  gainers  would  be  corporations,  non-resident  taxpayers,  and  resident  property 
owners  whose  wealth  place  them  above  the  need  of  municipal  services. 

This  is  borne  out  in  part,  strangely  enough,  by  the  Real  Estate  Taxpayer, 
monthly  organ  of  the  National  Council  of  Real  Estate  Taxpayers.  In  an  article1 
discussing  the  operation  of  the  Washington  40  mill  limitation,  the  author  says 
"A  Seattle  home-owner  writes:  'Do  I  like  the  40  mill  law.  I  used  to  pay  $160  a 
year  on  my  house.  Last  year  my  taxes  were  $85.  What  do  you  think?’  ”  We  think 
that  the  home-owner  needs  an  adding  machine.  Home-owners  are  consumers  and, 
as  a  consumer,  it  must  be  assumed  that  the  Seattle  home-owner  spends  a  portion  of 
his  income  for  food,  clothing  and  certain  other  items  usually  considered  essential 
for  a  home-owner  or  non-home-owner.  The  items  are  subject  to  a  3%  retail  sales 
tax,  adopted  as  a  replacement  tax  following  the  enactment  of  the  limitation  meas¬ 
ure.  Is  is  possible  that  the  home-owner  occasionally  indulges  in  tobacco  or  liquor, 
for  which  he  pays  recently  enacted  excise  taxes.  If  he  drives  an  automobile,  an 
auto  excise  enacted  in  1937  will  take  its  portion  of  his  savings  from  his  reduced 
property  taxes.  Perhaps,  he  occasionally  attends  the  movies,  a  stage  play,  or  a 
baseball  game,  if  so,  5%  of  the  cost  of  admission  partially  reimburses  the  state  for 
its  loss  of  property  tax  revenues.  It  seems  evident  that  the  small  home-owner  has 
not  benefited  from  tax  limitations.  The  Seattle  home-owner,  along  with  thousands 
of  other  home-owners  and  consumers  in  the  State  of  Washington  have  contributed 
to  the  40%  increase  of  total  revenues.  Who  then  has  benefited  from  the  reduction 
in  property  tax  levies?  We  get  an  indication  from  the  same  paragraph  from  which 
the  above  quotation  was  taken — "An  insurance  company-owned  office  building  is 
putting  in  excess  of  $40,000  into  its  pocket  each  year  in  tax  savings.” 

It  was  found  in  a  study  by  the  Tax  Policy  League  that  if  a  2%  retail  sales  tax 
were  used  to  offset  an  equivalent  amount  of  revenue  from  the  real  estate  tax,  a  tax¬ 
payer  with  a  $1,000  annual  income  and  owning  a  home  assessed  at  $2,000  would 
pay  twice  as  much  in  sales  taxes  as  he  would  save  on  his  real  estate  tax. 

1  "Washington’s  10  years  of  Tax  Limitation.”  The  Real  Estate  Taxpayer,  Vol.  1,  No.  4, 
June,  1942,  p.  10. 
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Tax  Reforms. — The  National  Association  of  Real  Estate  Boards  has  ad¬ 
vanced  several  principles  of  tax  reform  which,  states  the  Secretary  of  the  Associa¬ 
tion,  "can  hardly  fail  to  follow  the  adoption  of  an  over-all  tax  limit.  The  finest 
thing  which  can  be  said  for  tax  limitation  is  that  a  train  of  further  tax  reforms,  in 
practice,  follow  it.”1  The  experience  in  states  which  have  adopted  limitation  meas¬ 
ures  has  conclusively  proved  that  this  is  not  the  case.  Such  theory  is  based  on  the 
premise  that  crippling  governmental  activity  will  force  reform.  Similarly  a  man 
may  be  taught  the  value  of  his  left  hand  by  chopping  it  off. 

Most  of  the  so-called  reforms  which  have  been  attributed  to  tax  limitation  are 
discredited  by  reports  of  actual  results  in  the  states  which  have  adopted  the  limits. 

It  is  contended  that  considerable  widening  of  the  tax  base  results.  Tax  limita¬ 
tion  has  truly  caused  lawmakers  to  seek  new  sources  of  revenue,  and  in  desperation 
and  haste,  they  have  seized  upon  the  tax  which  for  obvious  reasons  has  had  the  sup¬ 
port  of  real  estate  operators,  manufacturers,  and  the  high  income  group,  namely, 
the  retail  tax  or  its  relative,  the  gross  income  tax.  No  unbiased  authority  would  call 
the  sales  tax  a  reform.  It  broadens  the  tax  base,  but  in  the  wrong  direction — the 
poorer  the  man,  the  higher  his  tax  in  proportion  to  his  means.  Michigan,  Ohio, 
Oklahoma,  and  Washington  enacted  sales  taxes  as  the  major  replacement  tax; 
Indiana  and  New  Mexico,  the  gross  income  tax;  West  Virginia  enacted  a  retail 
sales  tax  and  greatly  increased  its  privilege  or  gross  income  tax. 

Tax  limits  have  brought  about  a  "re-adjusted  tax  spread,”  but  not  a  diversity  of 
tax  burdens.  In  Ohio,  drastic  tax  limitation  has  resulted  in  inequitable  shifts  in  the 
tax  burden  rather  than  tax  reform,  "as  the  cost  of  local  government  has  been  thrust 
more  largely  onto  the  class  without  property  and  upon  the  small  home-owner  who 
is  undoubtedly  paying  more  in  sales  taxes  than  he  is  saving  in  his  property  tax  bill. 
On  the  other  hand,  the  large  real  estate  holder  and  the  corporation,  which  is  ex¬ 
empt  from  the  sales  tax  on  most  of  its  purchases,  are  enjoying  a  substantial  degree 
of  tax  reduction.”2 

By  no  stretch  of  the  imagination  can  it  be  said  that  tax  limits  have  created 
diversity  in  West  Virginia’s  tax  system.  The  state  obtained  in  1940  over  6l%  of 
its  revenues  from  regressive  sales  levies,  and  only  about  5%  from  income  and  in¬ 
heritance  tax  combined.  No  other  state  in  the  country  relied  so  heavily  on  one 
source  of  revenue.  For  all  the  states,  sales  levies  were  responsible  for  11.4%  of 
total  revenues  collected  in  1941.  The  Tax  Policy  League  was  impelled  to  comment 
after  a  survey  of  state  tax  systems  in  1939,  that  West  Virginia  "has  one  of  the 
most  regressive  tax  systems  in  the  country.”3 

The  opinion  of  Professor  Harley  L.  Lutz  of  Princeton  University,  who  has  been 
an  outspoken  advocate  for  reduction  of  governmental  expenditures  and  reform 
of  the  tax  system,  is  this: 

"Resort  to  tax  limitation  in  order  to  force  tax  reform  seem  like  a  combina¬ 
tion  of  unnecessary  effort  and  bad  logic.  It  suggests  the  crazy  man’s  way  of 
preventing  the  bath  tub  from  overflowing  by  dipping  out  the  water  instead 

1  Herbert  U.  Nelson  in  Property  Tax  Limitation  Laws,  edited  by  Glen  Leet  and  Robert  M. 

Paige,  PAS  No.  36,  1936,  p.  6. 

2  R.  C.  Atkinson  in  Property  Tax  Limitation  Laws,  p.  74. 

3  Tax  Policy,  Vol.  VI,  No.  5. 
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of  dosing  the  tap.  The  voters  who  do  not  own  property  must  be  persuaded  to 
approve  tax  relief  for  the  other  fellow,  namely,  the  property  owner,  as  a  pre¬ 
liminary  to  securing  the  adoption  of  taxes  to  which  they  would  surely  con¬ 
tribute.”1 

Simeon  Leland,  former  member  of  the  Illinois  State  Tax  Commission  and 
chairman.  Department  of  Economics,  University  of  Chicago,  summarizes  the  tax 
limitation  plan  as  "an  unintelligent  and  ineffective  method  of  accomplishing  desir¬ 
able  results.  It  is  negative  and  selfish,  rather  than  constructive  and  in  the  social 
interest.  The  surprising  thing  is  that  the  non  property  owners  have  stood  by  and 
allowed  tax  limitation  advocates  so  easily  to  interfere  with  public  services  and 
public  finance.  What  a  pity  so  much  energy  could  not  have  been  devoted  to  an 
intelligent  effort  to  improve  state  and  local  fiscal  systems.”2 

Results  of  Over-all-Limitations. — Tax  rate  limitation  is  excessively  rigid  in 
two  counts.  First,  it  does  not  provide  for  variations  in  tax  rates  to  take  care  of 
changing  governmental  needs.  Secondly,  limitation  does  not  make  possible  the 
adaption  of  tax  rates  to  the  needs  of  different  localities.  It  is  an  entirely  false  as¬ 
sumption  that  there  is  a  consistent  and  unvarying  relationship  between  the  amount 
of  taxable  property  and  the  needs  of  the  government.  It  is  well  known  that  the  per 
capita  cost  of  city  government  increases  with  the  population  and  there  are  a  dozen  of 
other  factors  which  impeach  an  unadjusted  comparison  of  local  tax  rates,  all  of 
which  are  ignored  by  tax  limitations.  To  attempt  to  apply  uniform  tax  rates  through 
the  large  and  heterogeneous  group  of  governments  is  extremely  arbitrary. 

The  serious  curtailment  of  local  government  revenues  which  immediately  re¬ 
sults  from  tax  limitation  does  not  lessen  the  need  for  funds.  In  meeting  this  situa¬ 
tion  there  is  danger  that  local  officials  will  be  forced  to  borrow  excessively,  arbi¬ 
trarily  increase  the  assessment  valuation,  or  divert  sinking  funds  to  current  purposes 
in  order  to  enable  local  government  to  function.  The  experience  in  Ohio  provides 
ample  demonstration  of  this  danger. 

There  is  little  relationship  between  economy  in  government  and  tax  limitations. 
The  force  of  public  opinion  directed  toward  governmental  economy,  a  potent  in¬ 
fluence  under  a  system  of  direct  taxes,  would  be  greatly  diminished  following  in¬ 
creased  reliance  on  indirect  or  sales  taxes.  Further,  tax  rate  limitation  is  not  based 
on  a  regard  for  fundamental  conditions  leading  to  increased  government  expendi¬ 
tures,  since  it  strikes  at  the  effects  rather  than  the  causes.  A  direct  blow  to  real 
governmental  economy  is  the  fact  that  over-all  limits  precludes  an  even  partial 
pay-as-you-go  basis  for  local  governments.  In  Michigan,  the  most  serious  outcome 
in  the  cities  effected  by  the  over-all  limitation  has  been  the  accumulation  of  de¬ 
ferred  liabilities  in  the  form  of  neglected  streets,  sidewalks,  and  other  public  facili¬ 
ties.  The  postponement  of  such  public  works  does  not  lessen  the  need  and  the  cost 
of  replacement  increases  each  year  that  such  needed  improvements  are  postponed. 

Tax  rate  limitation  seriously  impairs  the  credit  of  local  governments  by  reducing 
the  security  behind  their  obligations.  It  is  well  known  that  purchasers  of  municipal 
securities  prefer  that  the  obligations  be  secured  by  adequate  taxing  power  and  bal- 


1  Property  Tax  Limitation  Laws,  p.  13. 

2  Property  Tax  Limitation  Laws,  p.  89. 
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anced  budget,  and  that  they  are  reluctant  to  purchase  securities  based  on  a  slim 
margin  of  available  tax  resources. 

The  claim  that  tax  rate  limitation  simplifies  the  tax  structure  is  not  based  on 
fact.  The  apparent  simplicity  of  tax  rate  limitation  is  misleading.  Actually,  it 
creates  hodge-podge  administrative  and  practical  difficulties  resulting  from  three 
inescapable  facts.  First,  more  than  one  taxing  unit  occupies  a  single  area.  Second, 
all  taxing  units  operating  in  any  area  do  not  have  identical  boundaries.  Third,  a 
levy  by  any  single  taxing  unit  must  be  uniform  throughout  the  area  of  its  jurisdic¬ 
tion.  From  these  inescapable  facts,  the  question  arises  of  how  is  the  over-all  rate  to 
be  apportioned  among  the  local  units  operating  in  a  given  area.  Prescribed  methods 
of  allocation  ignore  differences  of  need  among  the  units  sharing  the  total  levy.  A 
minimum  allocation  to  cities  of  20%  of  the  total  levy  is  manifestly  unfair,  for 
example,  as  applied  to  two  cities  within  a  single  county  where  one  city  has  a  profit¬ 
able  electric  utility  and  the  other  must  rely  entirely  on  tax  resources.  In  states  where 
the  allocations  are  made  by  county  boards,  it  is  the  universal  practice  to  have  the 
boards  weighted  in  favor  of  agencies  outside  of  municipal  control,  thus  adding  to 
the  conflict  between  rural  and  urban  elements.  In  Oklahoma,  urban  policies  are 
virtually  dictated  by  rural  voters  as  a  result  of  the  extensive  powers  of  the  County 
Excise  Board. 

Allocation  of  Functions. — The  adoption  of  tax  limitations  places  local  gov¬ 
ernment  in  a  position  of  relying  completely  on  the  state  for  replacement  of  lost 
operating  revenues.  Tax  limitation  hinders  rather  than  helps  the  working  out  of  a 
satisfactory  formula  for  state  assistance  to  local  government.  The  need  for  state 
assistance  varies  greatly,  and  any  blanket  program  is  unsatisfactory.  It  allocates 
revenues  to  rural  areas  and  some  municipalities — such  as  towns  with  profitable  public 
owned  utilities — which  could  finance  most  local  services  through  the  limited  rate 
while  at  the  same  time  most  municipalities  are  placed  on  strangulation  budgets 
which  precludes  the  performance  of  many  local  services.  The  transfer  of  certain 
local  functions  to  the  state  which  is  often  suggested  as  a  reform  by  proponents  of 
tax  limits  does  not  necessarily  result  in  more  efficient  and  economical  administra¬ 
tion.  Local  initiative  and  local  interest  are  sacrificed  by  the  loss  of  local  control. 
Much  of  the  transfers  have  been  restricted  to  shifts  in  financial  responsibility.  He 
who  pays  the  piper  calls  the  tune,  and  encroachment  upon  home  rule  has  been  the 
inevitable  result  as  local  governments  in  tax  limit  states  have  been  suddenly  forced 
to  rely  on  state  handouts  to  continue  their  operation.  Professor  Donavan  F.  Emch 
of  the  University  of  Toledo  writes  that  "Local  governments  in  Ohio  to-day  are  but 
humble  mendicants  daily  seeking  succor  at  the  hands  of  the  state.  Local  government 
in  Ohio  is  rapidly  approaching  the  condition  of  Germany’s  local  communities — 
being  areas  solely  for  local  administration.”1 

A  well  developed  system  of  state  collected — locally  shared  taxes  has  been 
achieved  in  several  non-limit  states.  This  has  resulted  in  a  reduction  in  property 
taxes  without  the  weakening  local  government  which  has  been  a  concomitant  with 
tax  limits  in  most  states.  California,  Colorado,  Minnesota  and  Wisconsin,  all  non- 


1  Property  Taxes — Symposium  conducted  by  Tax  Policy  League,  Philadelphia,  December  1939, 
p.  69. 
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limit  states,  allotted  to  local  governments  the  following  per  capita  amounts  in 
1941:  $26.53;  $23.52;  $16.15;  and  $18.03.  Property  taxes  have  been  reduced 
since  1932  by  the  following  percentages:  California  18.6;  Colorado  12.7;  Minne¬ 
sota  10.6;  and  Wisconsin  11.9.1  Not  only  have  the  local  governments  of  these 
states,  among  others,  achieved  substantial  allocations  of  state-collected  revenues, 
they  have  not  been  placed  in  a  position  of  accepting  dark  glasses  and  a  tin  cup  as 
have  most  local  governments  which  have  been  subjected  to  the  sudden  and  drastic 
reduction  in  property  taxes  occasioned  by  tax  limits.  In  addition,  it  should  be 
pointed  out  that  the  highest  per  capita  state  aid  to  local  government  in  the  tax 
limitation  states  is  $19-91,  and  that  in  five  of  the  nine  over-all  tax  limitation  states, 
per  capita  state  aid  is  below  the  national  average  of  $12.96. 

TAX  LIMITATIONS  IN  A  WAR  ECONOMY 

It  is  essential  that  local  tax  rates  be  maintained  consistent  with  the  present  na¬ 
tional  economy.  The  sum  of  state  and  local  financial  operations  is  of  such  magnitude 
that  sound  fiscal  policies  are  essential  to  make  effective  the  national  program  of 
economic  stabilization. 

Federal  taxation  and  the  purchasing  of  war  bonds  are  absorbing  a  substantial 
part  of  the  padded  incomes  and  will  take  larger  portions  as  the  war  continues,  but 
money  available  for  consumption  spending  still  outpaces  the  supply  of  civilian 
goods  at  present  prices.  Below  are  estimates  of  the  U.  S.  Department  of  Commerce 


concerning  the  disposition  of  the  1943  national  income. 

(Figures  in  billions) 

Total  National  Income .  $117. 

Less:  Personal  Direct  Taxes . $  9. 

Gifts  to  Institutions .  1.5 

Expenditures  for  Goods  &  Services .  70.8 

Purchases  of  New  Owner  Occupied  Homes .  1.5 

Net  Reductions  in  Mortgages  on  Owner  Occupied  Homes . 5 

Net  Life  Insurance  Payments . . .  1.7 

Net  Reduction  in  Consumer  Credit .  3.5 

Purchases  of  War  Savings  Bonds .  12. 


Total  .  $100.5 

Funds  available  for  additional  taxes,  loans  to  government,  or  pressure 

on  prices  .  $  16.5 


It  is  indicated  clearly  that  the  basic  problem  of  the  civilian  war  time  economy 
is  the  channeling  of  more  consumer  spending  power  into  savings  and  taxes.  The 
evident  methods  are  the  withdrawing  of  purchasing  power  and/or  consumption  cur¬ 
tailment  by  rationing.  It  is  clear  that  these  measures  require  re-inforcement  by  local 
governmenal  policies  and  by  private  action  if  economic  stabilization  is  to  be  main¬ 
tained. 


1  Financing  State  and  Local  Governments :  1941,  State  and  Local  Government  Special  Studies 
No.  20,  U.  S.  Bureau  of  the  Census. 
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During  the  current  year  some  local  governments  are  in  a  position  of  revenues 
exceeding  immediate  expenditures ;  others  have  a  slender  margin  between  the  two ; 
and  some  have  not  fully  recovered  from  the  depression  or  have  been  adversely  af¬ 
fected  by  the  war.  The  chief  business  of  state  and  local  governments  is  the  cooperat¬ 
ing  with  the  Federal  government  in  winning  the  war.  A  widespread  reduction  of 
local  taxes  would  be  a  serious  threat  to  anti-inflation  measures,  necessitating  to  pre¬ 
vent  the  stabilization  machinery  from  breaking  down,  a  compensatory  increase  in 
Federal  tax  levies.  If  all  local  governments  were  to  cut  taxes  simultaneously  and 
the  Federal  government  was  to  increase  its  taxes  by  the  same  amount,  inflation 
would  be  unaffected  and  the  revenue  would  accrue  to  the  government  with  the  great¬ 
est  current  need.  The  weakness  here  is  obvious.  All  governments  are  not  likely  to 
act  simultaneously  nor  is  Congress  likely  to  take  their  action  into  account. 

Local  governments  have  a  definite  war-time  responsibility  for  maintaining  the 
institutions  and  services  which  are  essential  to  our  Democracy  and  upon  which  de¬ 
pends  our  ability  to  win  the  war  and  survive  thereafter.  It  is  imperative  for  public 
morale  and  effective  economic  functioning  that  local  governments  safeguard  and 
preserve  their  essential  activities.  A  breakdown  of  public  services  and  a  weakening 
of  the  strength  and  stability  of  local  government  which  would  be  occasioned  by 
the  enactment  of  over-all  tax  limitations  would  be  chaotic. 

Local  Wartime  Fiscal  Policies. — To  the  extent  that  present  tax  rates  yield 
revenues  in  excess  of  immediate  needs,  and  such  a  situation  is  far  from  general, 
these  should  be  used  in  ways  which  would  aid  in  preventing  inflation  and  off-setting 
post-war  financial  difficulties.  In  considerable  part  this  excess  is  counter-balanced  by 
under-maintenance  of  existing  improvements  and  deferment  of  construction.  The 
most  simple  and  practical  disposition  of  surplus  revenues  is  to  reduce  indebtedness. 
Where  surpluses  cannot  be  used  to  reduce  debts,  they  should  be  set  aside  as  re- 
erves  to  serve  as  cushions  for  revenue  declines  following  the  war.  Such  a  program 
would  help  to  counteract  inflation  and  aid  in  checking  deflation  after  the  war. 
It  would  enable  municipalities  to  meet  the  post-war  period  with  its  needs  for  com¬ 
pletion  of  deferred  maintenance  and  construction  with  assurance  and  credit  reserves 
equal  to  the  emergencies  which  they  will  face. 

Professor  Simeon  E.  Leland  of  the  University  of  Chicago  and  chairman  of  the 
Board  of  Directors  of  the  Federal  Reserve  Bank  of  Chicago  states  that  such  a 
program  of  accelerated  debt  retirement  and  post-war  reserves  "will  improve  the 
financial  position  of  state  and  local  governments.  An  improved  financial  condition 
is  their  best  asset.  By  reducing  debts  and  cutting  off  interest  payments,  taxpayers 
will  get  the  kind  of  tax  reduction  that  will  do  them  the  most  good,  permanent 
benefits  from  reduced  interest.  The  present  holders  of  debt  obligations  can  be  sold 
war  bonds.  The  time  for  debt  reduction  is  when  national  income  is  large — when  it 
is  going  up.  That  time  is  now.”1 

The  National  Municipal  League,  which  is  representative  of  citizens  reform 
organizations  the  country  over,  has  attacked  governmental  inefficiency  and  waste 
sufficiently  to  escape  the  charge  of  condoning  such  conditions.  If  drastic  tax  reduc¬ 
tion  at  this  time  was  in  the  taxpayers’  long  run  interest,  the  League  would  be  its 


1  From  a  speech  before  the  Chicago  Civic  Federation,  November  22,  1942. 
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loudest  protagonist.  In  an  editorial  of  the  June  1942  issue  of  the  National  Munic¬ 
ipal  Review,  it  is  stated:  "Local  and  state  tax  reductions  seem  at  first  glance  to  be 
attractive  and  desirable.  On  the  other  hand,  debt  reduction  and  the  creation  of 
funds  to  finance  post-war  improvements  seem  wiser  in  the  long  run,  more  states¬ 
manlike,  and  more  permanently  in  the  taxpayer’s  interest.”1 

The  need  for  sound  fiscal  policies  unencumbered  by  arbitrary  rate  limits  was 
well  summarized  by  Mr.  Harold  Smith,  Director  of  the  U.  S.  Bureau  of  the  Budget, 
in  a  speech  before  the  New  York  State  Conference  of  Mayors.2  The  following  is  an 
excerpt  from  that  speech. 

"Local  governments  should  endeavor  to  make  reductions  in  their  expendi¬ 
tures,  in  order  that  they  may  pay  off  debts  and  accumulate  reserves  for  the  try¬ 
ing  times  that  lie  ahead.  In  the  face  of  heavy  and  still  increasing  Federal  taxa¬ 
tion,  there  is  naturally  much  popular  pressure  for  reduction  of  state  and  local 
taxes.  But  I  reiterate  here  what  I  have  often  said — that  a  period  of  great 
inflationary  danger  is  not  a  proper  time  for  reducing  state  and  local  tax  rates. 
The  amounts  that  might  have  been  left  with  taxpayers  will  be  better  used 
to  strengthen  the  financial  position  of  state  and  local  governments. 

"Some  taxpayers  will  criticize  your  adoption  of  this  policy.  But  those  who 
give  thought  to  the  future  of  our  Federal  system — those  who  wish  to  preserve 
state  and  local  government — will  commend  your  foresight.  If  hard  times 
come,  taxpayers  will  acknowledge  the  benefits  of  this  policy.  You  will  need 
before  long  all  the  credit  and  cash  that  you  can  muster.  You  may  need  it  very 
soon  indeed  to  finance  essential  services  when  war-time  shortages  impair  your 
revenues.  But  if  not  for  this  purpose,  you  will  surely  need  financial  strength 
when  the  return  to  peace  brings  to  our  economic  system  a  new  shock,  with 
grave  dangers  of  deflation  and  unemployment. 

"The  fiscal  policies  which  state  and  local  governments  adopt  now  will 
greatly  affect  the  future  of  our  democratic  system.  If  these  governments  fail  to 
build  reserves,  they  may  have  to  seek  outside  help  when  revenues  dry  up  or 
post-war  responsibilities  are  at  hand.  Where  would  they  go  for  help?  Muni¬ 
cipalities  would  turn  to  the  states ;  the  states  to  Washington.  The  dependence 
of  state  and  local  governments  on  the  Federal  Treasury  would  be  magnified; 
the  relationships  between  the  levels  of  government  might  be  changed  materi¬ 
ally;  much  of  the  vitality,  much  of  the  strength  of  our  system  of  democratic 
government  might  be  lost.  You  can  guard  against  this,  you  can  help  maintain 
the  future  independence  of  state  and  local  government,  by  preparing  now  for  the 
contingency  of  shrinking  revenues  and  for  cushioning  the  post-war  readjust¬ 
ment.  This  policy  would  accord  entirely  with  the  national  economic  program, 
for  it  would  lessen  today’s  inflationary  dangers  while  preparing  for  the  dangers 
of  tomorrow.” 

The  taxpayers  organizations  which  are  pressing  for  drastic  tax  reductions  at  the 
present  time  because  of  the  reduced  local  governmental  expenditures  say  that  the 
war  has  proved  that  municipal  expenditures  can  be  reduced  without  loss  of  public 

1  The  Review  has  opposed  over-all  tax  limitation  vigorously.  In  the  November  1,  1935  issue, 
in  an  editorial  comment,  it  finds  after  careful  scrutiny  of  experience  that  "tax  limitation  rep¬ 
resents  probably  the  most  serious  immediate  menace  with  which  local  self  government  and 
sound  public  finance  is  faced  at  the  present  time.” 

2  Syracuse,  New  York,  June  9,  1942. 
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service  or  harm  to  the  public.  They  forget  that  streets  which  are  not  maintained 
must  inevitably  be  replaced,  and  that  the  cost  of  replacement  is  higher  than  the 
cost  of  maintenance.  They  forget  too,  that  although  citizens  will  put  up  with  one 
collection  of  garbage  a  week  in  war-time,  they  will  demand  more  frequent  collec¬ 
tions  in  normal  times.  Similarly  with  other  services  greatly  reduced.  It  would  be 
much  more  to  the  taxpayers  interest  to  campaign  for  legislation  permitting  munici¬ 
palities  to  establish  reserve  funds  and  providing  for  adequate  protection  of  such 
reserves  against  premature  or  uneconomical  expenditure.  By  insisting  that  munic¬ 
ipalities  maintain  present  tax  rates  at  a  level  adequate  of  providing  essential 
services  and  that  savings  be  used  to  retire  debts  they  would  benefit  in  the  long  run. 
Such  a  program  would  assure  the  local  taxpayer  of  not  being  faced  with  the  need 
of  sharply  increased  taxes  after  the  war  at  which  time  he  will  be  much  less  able  to 
pay  them  than  at  the  present.  Nor  would  the  taxpayer  be  faced  with  a  complete 
breakdown  of  municipal  services  when  the  accumulation  of  deferred  maintenance 
and  improvements  present  themselves.  It  can  be  safely  predicted  that  the  munici¬ 
palities  subject  to  an  over-all  limitation  on  tax  rates  which,  during  war  time,  is 
insufficient  to  provide  adequately  for  normal  municipal  services  will  face  utter 
financial  collapse  when  the  post-war  needs  are  presented. 

Both  people  and  governments,  if  they  are  to  avoid  credit  impairment,  must 
meet  their  obligations  sooner  or  later.  Borrowing  was  great  in  lean  years,  and  the 
logical  time  to  reduce  this  debt  is  when  income  increases.  In  addition  to  the 
strengthening  of  credit,  debt  reduction  lowers  the  cost  of  government  through  di¬ 
minishing  the  interest  charges.  A  third  excellent  reason  why  governments,  like 
people,  should  seize  the  earliest  opportunity  for  debt  reduction  is  that  thereby  they 
may  do  their  part  towards  stifling  the  inflation  which  if  it  progresses  will  do  untold 
damage  to  all  of  us,  individuals  and  governments  alike.  By  maintaining  taxes  and 
repaying  loans,  and  at  the  same  time  spending  a  minimum,  some  municipalities 
may  be  able  to  store  up  a  back-log  for  necessary  public  projects  for  the  post-war 
period. 

Future  of  Local  Government  Revenues. — Three  facts  need  particular  em¬ 
phasis  at  this  time.  The  first  is  that  when  it  is  said  that  a  government  has  a  surplus 
of  revenues,  it  is  meant  that  a  surplus  exists  for  the  usual  yearly  accounting  period. 
This  means  that  either  revenues  have  exceeded  estimates  or  that  expenditures  did  not 
reach  the  estimates.  If  needed  maintenance  or  repair  or  capital  outlays  have  been 
deferred  by  the  government,  a  "surplus”  such  as  is  usually  shown  in  the  balance 
sheets  of  private  corporations  does  not  actually  exist,  merely  a  deferred  expenditure. 

A  second  very  important  fact  to  remember  is  that  to  a  very  large  number  of 
municipalities  all  this  discussion  relative  to  the  stabilization  of  local  governmental 
finances  is  a  foreign  matter.  These  are  the  mushrooming  centers  of  war  industry 
and  activity  which  have  had  to  increase  their  number  of  employees,  expand  water 
and  sewer  facilities,  purchase  fire  and  other  equipment,  and  enlarge  schools,  health 
services  and  other  municipal  activities.  Other  qualifications  result  from  the  in¬ 
creases  in  tax  exempt  property  in  some  areas.  Municipalities  subject  to  drastic  tax 
limits  are  extremely  vulnerable,  particularly  with  rising  prices  and  a  lag  in  the  rais¬ 
ing  of  assessed  valuation.  Such  local  governments  dependent  on  locally  shared 
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sales  taxes  face  substantial  losses  of  revenues  from  highway  taxes,  and,  with  in¬ 
creased  rationing  and  removal  of  products  from  stock,  sales  taxes. 

The  third  and  most  important  fact  is  that  local  governmental  units,  in  general, 
have  not  felt  the  full  impact  of  the  war.  When  the  full  impact  is  felt,  most  of 
them  will  be  faced  with  the  problems  of  how  to  obtain  sufficient  revenue  to  provide 
essential  governmental  services.  A  retrenchment  in  governmental  expenditures  wher¬ 
ever  possible  is  desirable,  but  a  drastic  reduction  in  tax  rates,  either  voluntarily  or 
forced  by  enactment  of  over-all  limitation  is  courting  financial  disaster.  Whatever 
municipalities  can  do  at  present  in  the  way  of  stabilizing  their  financial  position 
through  payment  of  debt,  or  the  building  up  of  reserves  for  necessary  future  out¬ 
lays  will  be  a  step  in  the  right  direction. 

The  future  of  state  and  local  revenues  is  none  too  bright.  Mr.  Herman  C. 
Loeffler,  chief  of  the  Fiscal  Division,  U.  S.  Bureau  of  the  Budget,  stated  in  Octo¬ 
ber,  1942,  that  the  prospects  at  that  stage  of  the  war  were  that  local  property  tax 
revenues  would  be  maintained  at  a  rather  stable  level  but  that  state  income  and 
sales  taxes  may  begin  to  drop  off  and  highway  revenues  almost  certainly  will  decline 
further.  From  these  probable  future  developments,  Mr.  Loeffler  discussed  prudent 
financial  policies  of  state  and  local  governments  as  follows: 

"As  a  whole  the  reduction  in  their  revenues  has  not  yet  appeared,  whereas 
the  reduction  in  expenditures  has  largely  been  made.  That  is  why  reports  of 
an  apparent  "surplus"  of  revenue  are  common  today.  It  is  important  to 
remember,  however,  that  much  of  this  excess  of  revenue  over  present  expendi¬ 
ture  is  not  real  surplus  but  only  a  transformation  of  fixed  assets  into  cash. 
When  we  do  not  replace  what  we  use  up,  when  we  consume  our  capital  equip¬ 
ment  instead  of  maintaining  it  adequately — and  that  is  what  the  war  is  com¬ 
pelling  us  to  do — the  cash  that  backs  up  in  the  state  and  local  treasuries  might 
properly  be  viewed  as  a  reserve  for  capital  replacement — a  fund  to  cover 
depreciation.  Many  governmental  units  would  have  no  present  excess  of 
revenues  over  expenditures  if  they  were  engaging  in  the  usual  amount  of  main¬ 
tenance  and  construction.  Some  would  be  incurring  new  debt  instead  of  pay¬ 
ing  off  old  debt.  Today’s  apparent  surplus,  therefore,  should  be  considered — 
and  should  be  held — as  a  trust  fund  for  the  future  financing  of  deferred  con¬ 
struction  and  maintenance. 

"If  the  governmental  unit  has  indebtedness  outstanding,  the  best  way  to 
apply  the  current  excess  of  revenue  is  in  the  retirement  of  the  debt.  There 
are  ways  of  doing  this  even  when  the  obligations  are  not  callable  and  command 
a  premium  in  the  market.  The  State  of  Virginia,  for  example,  has  just  appro¬ 
priated  $10  million  of  surplus  to  its  sinking  fund,  thereby  in  effect  eliminating 
the  entire  outstanding  debt,  some  of  which  will  not  fall  due  until  1962. 

"Where  the  governmental  unit  has  no  debt  to  retire  or  offset,  it  still  would 
be  provident  to  accumulate  reserve  funds  for  post-war  use.  Establishment  of 
reserves  of  cash  and  credit — provident  from  the  point  of  view  of  the  local 
community — would  be  of  utmost  benefit  to  the  national  war  effort.  It  is  a 
policy  that  dovetails  exactly  with  the  economic  stabilization  program,  for  it 
helps  to  reduce  to  manageable  proportions  the  gigantic  task  of  inflation  control. 
Widely  adopted  by  state  and  local  governments,  it  will  help  us  to  win  the 
extremely  important  economic  battle  on  the  domestic  front. 

"The  establishment  of  state  and  local  reserves  of  cash  and  credit  for  post-war 
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public  works  is  also  of  great  moment  to  those  of  us  who  stress  the  future 
financial  independence  of  states  and  cities  in  order  that  they  may  continue  to 
play  a  vital  part  in  a  healthy  democratic  process.  Without  such  reserves  we 
will  be  again  faced  with  the  dilemna  of  the  last  depression  when  the  federal 
government  poured  large  sums  into  programs  of  public  works  construction, 
only  to  have  that  effort  to  stimulate  recovery  vitiated  in  part  by  a  contraction 
of  the  usual  public  works  activities  of  the  states  and  cities. 

"The  only  protest  of  moment  to  such  a  policy  which  has  come  to  my  ears 
has  been  the  argument  that  the  building  up  of  reserves  by  maintaining  tax 
rates  merely  makes  it  possible  for  bad  local  administrations  to  benefit  by  using 
those  reserves  built  up  by  good  administrations  for  tax  rate  manipulation.  On 
this  score  my  major  reaction  is  that  we  cannot  allow  the  determination  of  sound 
policy  for  a  sound  democracy  to  be  upset  because  in  a  few  communities  the 
people  elect  inefficient  or  corrupt  administrations.  Even  in  such  cases,  however, 
local  groups  may  be  able  to  bring  successful  pressure  to  have  the  reserves  for 
post-war  public  works  invested  in  federal  war  bonds.  A  bad  administration 
would  probably  hesitate  to  subject  itself  to  the  charge  that  it  was  unpatrioti- 
cally  attempting  to  dissipate  reserves  in  order  to  pay  for  current  expenditures.”1 

In  the  long  run,  the  Federal  tax  program  necessary  for  the  war  will  have  far 
reaching  effects  on  state  and  local  government.  The  problem  of  the  administrative 
and  tax  relationships  of  the  federal,  state,  and  local  governments  is  all-important. 
The  number  of  municipalities  which  are  being  faced  with  the  problem  of  making  a 
large  expansion  of  essential  government  services  without  sufficient  revenues  for 
the  purpose  and  with  the  prospect  of  a  precipitate  drop  in  present  revenues — is 
growing  with  alarming  rapidity. 

Mr.  Carl  Chatters,  executive  director  of  the  Municipal  Finance  Officers  Associa¬ 
tion  of  U.  S.,  and  Canada,  after  admitting  that  the  present  local  revenue  system  is 
unsatisfactory  states: 

"Two  broad  movements  should  accompany  or  precede  changes  in  the  local 
revenue  system.  The  fiscal  interrelationships  of  federal,  state,  and  local  gov¬ 
ernments  should  be  studied  and  some  ideal  goal  determined  upon.  Secondly, 
there  should  be  a  searching  scrutiny  of  the  activities  of  government.  In  other 
words,  the  revenue  problems  cannot  be  decided  without  knowledge  of  what  the 
money  is  spent  for,  nor  can  a  satisfactory  or  lasting  solution  be  found  by  look¬ 
ing  at  each  revenue-raising  level  or  unit  of  government  by  itself  without  rela¬ 
tion  to  the  practices  of  others.” 

It  is  significant  to  note  that  the  coordination  of  federal,  state,  and  local  tax  rela¬ 
tions  is  being  studied  by  organizations  of  state  and  local  governments — the  Council 
of  State  Governments  and  the  American  Municipal  Association,  by  the  Treasury 
Department  of  the  Federal  Government,  and  by  the  National  Tax  Association 
and  the  Committee  on  Taxation  of  the  American  Bar  Association. 

Individuals  and  organizations  interested  in  a  constructive  approach  to  the 
improvement  of  the  tax  system  have  a  definite  responsibility  of  working  to  prevent 
the  enactment  into  law  of  any  programs  espoused  by  special  interest  groups  and 
designed  to  secure  reduction  of  the  tax  burden  upon  the  particular  instrument  of 


1  Municipal  Government  and  the  War,  Proceedings  of  the  19th  Annual  Conference  of  the 
American  Municipal  Association,  Chicago,  October,  1942,  p.  59. 
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wealth  they  wish  to  protect.  Such  is  the  tax  limit  proposal  being  fostered  in  Wis¬ 
consin  and  other  states  by  the  National  Council  of  Real  Estate  Taxpayers  and  their 
affiliate  groups.  The  history  of  constitutional  and  statutory  limitations  has  re¬ 
peatedly  and  conclusively  shown  that  such  limitations  tend  to  prevent  or  distort 
desirable  modifications  in  the  tax  structure  as  well  as  to  prevent  desirable  develop¬ 
ments  affecting  the  types  of  public  service  which  should  be  maintained.  Where 
the  plan  has  been  tried,  it  has  so  frequently  curtailed  governmental  service  and 
produced  fiscal  chaos  as  to  become  permanently  discredited  as  a  constructive  ap¬ 
proach. 

EFFECT  OF  LIMITATION  LAWS  ON  MUNICIPALITIES 

Fortunately,  sufficient  data  is  available  on  the  experience  in  states  which  have 
enacted  over-all  limitation  laws  that  no  state  need  step  blindly  into  the  scheme. 
The  experience  of  the  nine  states  which  adopted  the  measure  prior  to  1933  is  avail¬ 
able  to  all  who  choose  to  use  it.  Experiences  in  the  State  of  Nevada  are,  however,  of 
little  or  no  value  in  the  discussion  because  of  the  high  rate  of  5%. 

The  experience  in  states  with  over-all  limits  show  conclusively  that  certain 
results  invariably  follow  the  enactment  of  such  measures.  Obviously,  the  adoption 
of  such  a  low  limitation  as  proposed  by  the  National  Council  of  Real  Estate  Tax¬ 
payers  results  in  a  drastic  reduction  of  property  taxes.  This  has  necessitated  the 
adoption  of  replacement  taxes  to  offset  the  loss  of  revenues  and  such  taxes  have 
been  adopted  in  all  tax-limit  states.  The  principal  replacement  taxes  have  been 
retail  sales  and  gross  income.  In  none  of  the  states  have  the  total  revenues  been 
reduced.  Tax  limitation  has  by  far  the  most  drastic  effect  on  local  governments, 
since  the  property  tax  has  long  been  their  major  source  of  revenue.  Although  re¬ 
ductions  of  local  revenues  of  from  11  to  42%  have  occurred  in  the  tax  limit  states, 
the  increased  state  taxes  have  resulted  in  increases  as  in  the  total  tax  burden  of  from 
24  to  97%  in  these  states. 

PERCENTAGE  CHANGE  IN  TAX  REVENUES,  1932-1941 


Total  State  and 

Local  Revenues  State  Revenues  Local  Revenues 

Indiana  . . .  24.0  148.2  — 18.5 

Michigan .  37.5  173.0  —15.7 

New  Mexico .  97.1  246.7  — 29.2 

Ohio .  38.4  368.9  —32.9 

Oklahoma  .  45.8  166.9  — 12.4 

Washington .  44.1  143.9  — 11.2 

West  Virginia  .  36.0  235.0  — 42.0 


The  removal  of  from  10  to  40%  of  local  government  revenues  naturally  results 
in  severe  repercussions  and  dislocations.  Proponents  of  tax  limitations  admit  this. 
Mr.  Herbert  U.  Nelson,  secretary  of  the  National  Association  of  Real  Estate  Boards, 
writes,  "It  must  be  admitted  that  there  have  been  bumps,  jolts,  dislocations,  hard¬ 
ships,  difficulties,  weaknesses,  and  mistakes  in  limitation  laws  as  so  far  put  into 
effect.”  There  can  be  no  quarrel  with  this  statement  by  Mr.  Nelson.  The  record 
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provides  abundant  evidence  of  all  these  bumps,  jolts,  dislocations,  hardships,  diffi¬ 
culties,  and  mistakes. 

West  Virginia. — In  West  Virginia,  following  the  enactment  of  the  con¬ 
stitutional  limitation  in  1933,  many  cities  were  forced  to  admit  their  inability  to 
carry  on  the  normal  functions  of  government.  Morgantown  vacated  all  offices  and 
positions  and  ordered  the  discontinuance  of  street  lighting  and  fire  protection. 
Wheeling  was  forced  to  discharge  all  employees,  including  the  mayor  and  council 
and  abandoned  all  attempts  to  render  governmental  services.  Fairmount  was  forced 
to  discontinue  its  municipal  library  and  greatly  curtail  health,  fire,  police,  and  street 
departments.  In  some  cities  prisoners  were  released  from  city  jails  because  there 
was  no  money  with  which  to  buy  food  for  those  incarcerated. 

Since  1932,  West  Virginia  cities  have  been  attempting  to  operate  on  an  emer¬ 
gency  basis.  This  has  entailed  the  building  up  of  operating  deficits  or  the  operat¬ 
ing  within  strangulation  budgets — attended  by  much  citizen  dissatisfaction  over  the 
necessarily  drastically  curtailed  municipal  services.  A  few  cities  have  resorted  to 
consumers  sales  taxes;  many  more  to  direct  service  charges  for  garbage  collection, 
sewers,  and  even  fire  and  police  protection. 

Four  years  after  the  enactment  of  the  constitutional  amendment  in  West  Vir¬ 
ginia,  Hume  K.  Nowlin,  executive  secretary  of  the  West  Virginia  League  of  Munic¬ 
ipalities  declared  in  the  News  Bulletin  of  the  League  (May  27,  1936)  : 

"The  people  are  no  longer  deluded.  They  know  the  only  real  "limit”  their 
vote  effected  was  at  the  expense  of  municipal  services.  They  have  experienced 
the  discontinuance  of  police,  fire,  and  health  protection  services.  They  have 
suffered  from  poorly  lighted  and  unclean  streets.  They  have  been  subjected  to 
the  indignity  and  danger  of  clogged  sewers  and  accumulating  refuse.  They 
daily  see  the  valuable  capital  improvements  for  which  they  paid  (pavements, 
sewers,  bridges,  buildings,  and  parks)  become  obsolete  and  unserviceable 
through  disrepair.  They  know  all  this  is  due  to  lack  of  operating  funds.  And 
what  is  more  important,  they  know  no  such  condition  exists  in  state,  school, 
or  county  government.” 

An  examination  of  the  1941  revenue  figures  for  West  Virginia  indicates  that 
10  years  after  the  enactment  of  the  tax  limit,  the  plight  of  West  Virginia  munici¬ 
palities  has  not  improved  and  that  the  whole  body  of  taxpayers  of  the  state  has 
received  no  net  benefit.1 

The  total  tax  revenues  of  the  state  and  local  governments  have  increased  from 
$65,615,000  in  1932  to  $89,244,000  in  1941 — a  36%  increase.  State  tax  revenues 
have  increased  235%.  But  local  government  tax  revenues  have  decreased  $19,- 
805,000  or  42%.  The  per  capita  yield  of  all  state  taxes  for  West  Virginia  in  1941 
was  $36.28.  This  is  $1.40  less  than  the  average  for  all  states,  according  to  Bureau 
of  Census  figures.2  Per  capita  fiscal  aids,  including  federal  grants  to  local  govern¬ 
ments  in  West  Virginia  for  1941  was  $9.25  compared  with  $13.62  for  all  the  states. 
Total  per  capita  revenue  of  all  local  governments  in  West  Virginia  in  1941  was 
$25.44,  less  by  $28.07  than  the  per  capita  revenues  of  all  local  governments.  The 
complete  picture  of  the  plight  of  cities  of  the  state  is  not  yet  complete — of  the 


1  Financing  Federal,  State,  and  Local  Governments :  1941. 

2  Financing  State  and  Local  Governments :  1941,  p.  116. 
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$16,497,000  of  state  taxes  shared  with  local  governments  in  1941 — $14,841,000 
was  allotted  to  schools,  and  $1,656,000  to  counties  for  public  assistance.  Cities 
received  no  share  of  state-collected  taxes  until  the  1941  legislature  allotted  to 
cities  a  small  portion  of  the  revenues  from  the  state  liquor  monopoly.  Only  through 
the  use  of  local  sales  taxes  in  a  few  of  the  larger  cites  and  the  use  of  service  charges 
have  the  cities  been  able  to  continue  operation.  In  spite  of  the  claims  of  proponents 
of  tax  limits  that  the  scheme  forces  a  broadening  of  the  tax  bases  and  increased 
revenues  to  local  government  through  the  sharing  of  state  administered  taxes,  the 
per  capita  state  aid  to  all  local  governments  of  West  Virginia  in  1941  was  $8.67 
as  compared  with  $12.96,  which  was  the  average  per  capita  state  aid  for  the  nation. 
Since  the  schools  and  counties  are  almost  the  sole  beneficiaries  of  this  amount,  the 
total  loss  of  revenues  to  West  Virginia  cities  is  almost  equal  to  the  total  loss  of  tax 
revenue — 42%. 1  All  this  in  the  face  of  rising  costs  and  increasing  needs  for  local 
services  since  1923- 

Michigan. — In  Michigan,  the  limitation  amendment  was  based  on  the  old  Ohio 
plan  and  provided  for  an  over-all  maximum  aggregate  of  tax  rates  in  any  taxing 
district  of  1 5  mills,  except  for  taxes  to  pay  the  principal  and  interest  of  obligations 
incurred  prior  to  December  8,  1932,  when  the  amendment  took  effect.  Increasing 
the  rate  to  not  more  than  5%  of  valuation  for  not  to  exceed  five  years,  by  2/3  vote 
of  the  electorate,  or  when  provided  by  municipal  charter,  was  authorized. 

In  the  famous  "Pontiac”  case,  the  State  Supreme  Court  held  that  the  reference 
to  municipal  charters  in  the  amendment  excepted  all  villages  and  cities  that  were 
operating  under  charters  containing  tax  limits,  which  excluded  practically  all 
municipalities.  However,  eleven  cities,  representing  about  16%  of  the  population 
and  12%  of  the  assessed  valuation  of  the  state  voted  to  come  under  the  limitation 
in  1934-35.  Nine  cities  in  which  the  question  was  raised  voted  against  the  pro¬ 
posal.  It  is  significant  that  in  the  remaining  400  municipalities  the  question  has 
never  been  raised. 

Had  the  municipalities  not  been  excluded,  the  situation  would  have  been  well- 
nigh  impossible.  Some  80%  of  the  assessed  value  of  the  state  are  within  the 
municipalities,  68%  in  municipalities  that  have  not  voted  to  come  under  the 
limitation.  In  1936,  the  tax  rates  in  the  cities,  for  all  purposes,  ranged  from  17.54 
in  Grand  Blanc,  the  only  city  in  which  combined  rate  was  under  twenty  mills,  to 
73.74  in  Bessemer.  The  total  rate  in  Detroit  was  28.99.  The  rate  was  over  30 
mills  in  94  of  the  162  cities,  and  over  40  mills  in  14  of  them.  In  the  15  mill 
cities,  the  over-all  rates  ranged  from  20.60  in  Battle  Creek  to  29.87  in  Flint. 

Though  no  rule  applies,  it  may  be  said  that,  in  general,  the  15  mill  rate  is 
sufficient  to  provide  but  the  barest  essentials  for  the  county,  school  districts,  and 
township  governments  in  areas  where  there  are  few  special  assessable  values  such 
as  of  large  plants.  Where  such  values  are  present,  the  pressure  is  eased  to  the 

xOut  of  each  $100  taxes  levied  in  West  Virginia  in  1939: 

$0.51  was  levied  by  the  State. 

31.95  was  levied  by  County  Courts. 

53.64  was  levied  by  County  Boards  of  Education. 

13.90  was  levied  by  Municipal  Councils. 

Eighteenth  Biennial  Report  of  the  State  Tax  Commissioner  of  West  Virginia,  1939-40. 
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extent  of  such  values.  But  where  municipalities  must  share  in  the  fifteen  mills, 
hardships  ranging  from  minor  inconvenience  to  acute  starvation  of  governmental 
activities  may  and  do  exist.1 

Practically  all  fifteen  mill  cities  have  felt  the  pinch  and  have  undergone  drastic 
retrenchment.  City  services  have  been  greatly  reduced,  as  by  fire  houses  and 
comfort  stations  closed,  police  and  firemen  laid  off,  street  and  park  maintenance 
eliminated,  street  cleaning  and  garbage  collection  discontinued,  and  recreation 
facilities  reduced.  Attempts  have  been  made  to  expand  the  city  revenues  by  in¬ 
creased  resort  to  fees,  licenses,  permits,  and  service  charges. 

Flint  and  Pontiac  have  been  hit  particularly  hard.  The  counties  in  which  the 
cities  are  located  had  large  amounts  of  outstanding  road  assessments  which  operated 
to  preclude  substantial  city  shares  in  gas  and  weight  tax  revenues,  of  which  munici¬ 
palities  receive  what  is  left  after  allocations  have  been  made  for  the  road  assess¬ 
ments.  Since  the  limited  rate  became  effective  in  January  1935,  the  City  of  Pontiac 
has  not  been  able  to  maintain  services  on  the  income  derived  from  the  restricted 
rate.  In  1937,  it  was  forced  to  resort  to  the  diversion  of  $246,409.12  of  debt 
service  funds  to  operating  funds  in  order  to  avoid  a  complete  breakdown  of  its 
finances.  The  city  has  depleted  its  reserves  and  has  continuously  operated  at  a  loss 
since  1935.  The  operating  losses  between  1935  and  1939  ranged  from  $162,000 
to  $233,000,  annually.  The  accumulated  deficit  in  1939  amounted  to  over 
$500,000.  The  only  choice  left  to  Pontiac  officials  is  to  curtail  such  primary 
services  as  police  and  fire  protection  and  public  health,  and  lower  the  standards 
of  public  education.  If  the  citizens  of  a  community  insist  upon  restricting  the  tax 
rate,  they  cannot  expect  the  usual  standard  of  municipal  services.2 

Bad  as  is  the  situation  of  the  local  governments  affected  by  the  limitation,  it 
may  well  be  understood  that  the  worst  is  just  beginning  to  be  felt.  The  Tax  Study 
Commission  of  the  State  of  Michigan  stated  in  1938 — "Some  cities  have  about 
exhausted  their  surpluses  and  reserves  and  are  now  faced  with  an  acute  financial 
problem  in  spite  of  all  efforts  to  develop  new  revenue.  Other  cities  not  so  seriously 
handicapped  by  the  adoption  of  the  15  mill  limitation  because  of  large  surpluses 
on  hand  and  substantial  contributions  from  state  aid  will  be  able  to  carry  on  for  a 
few  more  years  before  they  are  faced  with  a  serious  problem  of  financing.  Up  to 
1938  municipal  services  had  not  been  noticeably  affected  by  the  limited  tax  rate 
because  of  the  abnormal  collection  of  delinquent  taxes,  the  transfer  of  the  welfare 
burden  from  the  municipalities  to  the  county,  the  failure  to  make  major  equip¬ 
ment  replacements,  and  the  diversion  of  trust  funds  which  were  used  for  operat¬ 
ing  purposes.  However,  this  kind  of  financing  cannot  be  continued,  and  some 
serious  consideration  must  be  given  to  the  future  of  municipal  services  in  the  cities 
operating  under  restricted  income.” 

Ohio. — Over-all  tax  limitation  has  struck  at  the  heart  of  local  self-govern¬ 
ment — the  right  of  every  community  to  provide  for  itself  the  service  it  desires  and 
is  willing  to  pay  for.  For  municipalities  under  over-all  tax  limitation  laws,  home 

1  "Outline  of  the  Tax  System  of  Michigan,”  Report  of  the  Tax  and  Revenue  Commission, 
State  of  Ohio,  1939. 

2  Report  of  Michigan  Tax  Study  Commission,  1939. 
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rule  has  become  a  mockery  since  the  municipality  has  lost  control  over  its  lifeblood 
— its  revenues.  In  Indiana,  Ohio,  and  Rhode  Island,  home  rule  is  practically 
non-existent.  Municipalities  of  these  states  are  little  more  than  "humble  mendicants 
of  the  state,”  which  traded  their  major  source  of  revenue  for  a  pair  of  dark  glasses 
and  a  tin  cup. 

In  Ohio,  the  legislature  has  made  up  in  some  measure  the  dollar  loss  resulting 
from  the  ten  mill  amendment,  but  the  distribution  of  this  loss  is  not  on  the  same 
basis  as  the  losses  suffered  by  the  cities  and  terrific  hardships  have  resulted.  The 
plight  of  Ohio  local  governments  is  directly  attributable  to  over-all  limitation. 
The  local  governments,  unable  to  finance  local  services,  were  completely  dependent 
on  the  state  for  replacement  revenues  to  prevent  a  complete  breakdown  of  the 
local  governmental  structure.  The  state  has  allocated  large  sums  to  local  govern¬ 
ment;  but  almost  all  the  funds  have  been  definitely  earmarked,  and,  in  addition, 
mandatory  expenditures  required  of  municipalities  and  counties  have  been  con¬ 
stantly  increased  beyond  the  amounts  of  the  state  allocated  revenues.  The  source 
of  revenue  to  finance  regular  operation  and  additional  mandatory  functions  is 
generally  insufficient,  while,  anomalously,  some  municipalities  and  counties  receive 
more  for  road  purposes,  for  example,  than  they  need. 

A  summary  of  oral  statements  and  written  reports  by  officials  of  Cuyahoga 
County  and  mayors  and  finance  directors  of  municipalities  in  the  county  describes 
the  causes  of  financial  difficulties  in  that  county  as  follows: 

"Steady  reduction  in  tax  duplicates  from  1929-1938;  the  5  mill  reduction 
of  operating  levies  resulting  from  the  10  mill  limitation;  the  requirement 
of  a  65%  vote  on  municipal  and  county  operating  levies;  increase  in  general 
tax  delinquency  resulting  from  special  assessment  tax  delinquency  and  the 
failure  of  the  sales  tax  and  other  replacement  taxes  to  actually  replace  the 
progressive  decline  in  operating  revenues,  combined  with  the  additional  local 
cost  of  poor  relief  and  increased  mandatory  costs  has  precipitated  the  recurring 
annual  fiscal  difficulties  of  the  municipalities  and  the  county  in  Cuyahoga 
county. 

"Tax  receipts  restricted  to  special  uses,  such  as  motor  vehicle  license  receipts 
have  increased  in  amount,  while  general  operating  tax  sources  such  as  the  real 
estate  tax  and  the  sales  tax  have  steadily  decreased  in  their  annual  receipts  to 
counties  and  municipalities.”1 

Ohio  had  ten  years  of  tax  limitation  experience  from  1912  to  1922.  During 
this  period,  local  units  of  government  were  forced  to  postpone  indefinitely  dis¬ 
bursements  for  current  expenditures,  funding  the  floating  debt  thus  acquired  and 
refunding  in  wholesale  lot  obligations  as  they  fell  due.  At  the  same  time,  the 
average  per  capita  property  tax  collections  were  comparable  to  the  average  for 
the  nation  as  a  whole.  It  then  seems  probable  that  instead  of  resulting  in  any 
saving  to  the  taxpayer,  the  policy  of  tax  limitation  may  have  increased  total  costs 
through  the  additional  bill  for  indebtedness.  Certainly  a  huge  charge  for  opera¬ 
tions  that  should  have  been  paid  for  currently  was  passed  on  unjustifiably  to 
subsequent  taxpayers.  R.  C.  Atkinson,  former  director  of  the  Ohio  Institute, 
admitting  that  it  is  impossible  to  present  statistical  proof,  estimates  that  the  ad- 


1  Report  of  the  Ohio  Tax  and  Revenue  Commission,  State  of  Ohio,  pp.  43-44,  1940. 
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ditional  cost  approximated  $100,000,000.  The  per  capita  debt  in  Ohio  increased 
135  per  cent  during  the  period  1912-1922. 

Ohio  was  ultimately  forced  to  relax  its  limit,  but,  strangely,  returned  to  a 
policy  of  over-all  tax  limitation  in  1929  us  a  means  of  correcting  a  situation  which 
was  the  direct  outgrowth  of  experience  in  the  decade  of  tax  limits  of  1912-1922. 

In  1929,  the  statutory  15  mill  limitation  was  placed  in  the  state  constitution 
and  in  1933  an  initiated  amendment  to  the  constitution  imposed  once  more,  the 
severe  one  per  cent  limit. 

The  experience  of  Ohio  municipalities  under  the  ten  mill  constitution  limita¬ 
tion  was  described  by  Mr.  Howard  P.  Jones,  executive  secretary  of  the  National 
Municipal  League,  in  a  speech  before  the  American  Municipal  Association  Con¬ 
ference  of  1938. 

•  "The  present  limit  in  Ohio — $10  per  thousand  valuation — applies  not  only 
to  operating  costs  but  also  to  all  debt  service  except  that  on  bonds  approved 
by  the  electorate.  There  is  only  one  way  by  which  the  limit  may  be  lifted: 
special  levies  for  operating  purposes  may  be  authorized  by  65  per  cent  of  the 
voters. 

"If  there  were  sufficient  time,  it  would  be  possible  to  trace  in  city  after 
city  in  Ohio  the  story  of  history  repeating  itself,  only  repeating  itself  more 
dramatically  under  severe  depression  conditions.  The  accumulation  of  floating 
debt,  the  funding  of  such  debt,  the  wholesale  refunding  of  obligations  as 
they  come  due — unsound  financial  practices  such  as  these  have  been  forced 
upon  Ohio  cities.  The  extent  to  which  this  has  been  happening  is  only  too 
little  realized.  Cleveland,  for  example,  is  facing  a  ten  million  dollar  deficit 
this  year  (1938)  while  at  the  same  time  refunding  approximately  two  million 
dollars  more  in  maturing  bonds. 

"But  this  is  only  a  cold  financial  measure  of  the  problem  of  governmental 
services  themselves.  He  who  reads  the  daily  papers  gets  a  picture  of  the  way 
in  which  such  fiscal  pressure  is  being  translated  into  the  denial  of  human 
needs.  In  Cleveland,  early  this  year  (1938),  25,000  heads  of  families  were 
reported  facing  the  danger  of  starvation  and  the  mayor  was  threatening  to 
eliminate  such  services  as  the  removal  of  ashes  and  garbage  in  order  to  obtain 
money  to  feed  the  destitute.  Landlords  had  been  persuaded  to  continue  to 
shelter  relief  recipients  until  funds  were  available  for  rent.  Gas,  light  and 
water  companies  were  providing  free  sendee  in  the  hope  of  receiving  payment 
later  on.  $100,000  had  been  transferred  from  street  lighting,  but  food  pre¬ 
sented  a  different  problem.  The  city  still  owed  the  vendors  of  foodstuffs 
some  $2,000,000  for  food  orders  issued  in  the  twelve  preceding  months  and 
storekeepers  were  crying  that  their  own  credit  had  been  stretched  to  the 
breaking  point.  Funds  earmarked  for  new  police  and  fire  departments 
equipment  had  been  transferred  to  relief.  Payrolls  were  suffering — on 
May  10,  the  city  was  two  weeks  behind  in  its  payroll. 

"A  special  session  of  the  Ohio  legislature  adopted  thoroughly  unsatis¬ 
factory  legislation  in  an  attempt  to  stave  off  this  serious  crisis.  The  legislature 
did  not  provide  new  money,  simply  authorizing  the  obtaining  of  funds  from 
anticipated  future  operating  incomes.  Thus  Ohio’s  financial  crisis  is  cumula¬ 
tive — the  wTorst  is  to  come.  In  the  last  analysis  it  is  constitutional  tax 
limitation  which  has  prevented  Cleveland  from  solving  its  relief  crisis;  the 
city  cannot  do  what  it  wants  to  do. 
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"However,  the  relief  problem  simply  presents  the  issue  in  dramatic  form. 
The  failure  of  cities  to  provide  for  adequate  maintenance  of  physical  prop¬ 
erties  may  ultimately  turn  out  to  be  more  expensive  if  not  more  disastrous. 
Things  made  by  the  hand  of  man  deteriorate  with  age  and  use.  Police  cars 
and  motorcycles  wear  out,  pavements  break  up,  sewers  and  water  mains  need 
replacement.  It  is  hardly  necessary  to  urge  in  such  a  group  as  this  the  im¬ 
portance  of  adequate  continued  maintenance.  There  is  no  way  of  knowing 
to  what  extent  Ohio  cities  are  finding  themselves  unable  to  do  this. 

"We  do  know  that  last  year  the  schools  in  Springfield  were  forced  to 
close  for  lack  of  sufficient  funds.  We  do  know  that  in  economically  managed 
cities  such  as  Dayton  and  Toledo  sufficient  funds  are  not  available  to  carry 
on  the  normal  services  of  government.” 

Because  experience  has  shown  that  statutory  over-all  tax  limitations  are 
usually  impossible  to  maintain,  proponents  would  imbed  their  proposal  in  the 
state  constitution.  Although  the  fact  that  statutory  limits  have  inevitably  been 
relaxed  would  seem  to  demonstrate  their  unworkability,  proponents  wish  to  as¬ 
sure  that,  regardless  of  popular  will  or  the  ruinous  effect  on  local  government, 
the  limitation  will  be  maintained.  Rhode  Island  originally  adopted  an  over-all 
rate  limit  of  1%,  which  was  subsequently  increased  to  l1/2%>  and  *n  1920  to 
2!/2%- 

Indiana. — In  Indiana,  there  is  evident  another  example  of  why  proponents  of 
tax  limits  wish  to  freeze  the  limits  unconditionally  in  state  constitutions.  The 
original  limit  of  15  mills  for  municipalities  has  been  increased  to  20  mills  and,  in 
addition,  the  statute  permits  any  municipal  corporaton  to  exceed  the  levy  if  an 
emergency  exists.  To  determine  what  constitutes  an  emergency,  the  statute  sets 
up  a  county  tax  adjustment  board,  made  up  of  three  resident  freeholders  not 
holding  public  office  or  related  in  any  way  to  the  head  of  a  local  government 
unit  by  closer  relationship  than  second  cousin,  a  mayor  or  president  of  a  town 
board,  a  township  trustee,  and  a  member  of  a  school  board  all  appointed  by  the 
circuit  court  judge,  and  a  member  of  the  county  council,  chosen  by  the  council. 
To  this  board  is  given  powers  to  review  the  budgets  of  all  local  units  in  the 
county,  and  to  bring  the  combined  rates  of  the  over-lapping  units  within  any 
limit  it  cares  to  establish  in  accordance  with  its  own  definition  of  the  word 
"emergency.”  That  the  county  boards  have  recognized  that  municipalities  could 
not  operate  within  the  statutory  limitation  is  evidenced  by  the  fact  that  of  the 
552  cities  and  towns  levying  property  taxes  in  1940,  less  than  50  had  tax  rates 
within  the  $2.00  limit.  Approximately  half  of  the  municipalities  with  rates 
within  the  statutory  limit  were  towns  of  less  than  500  population.  It  should  be 
pointed  out  that  it  takes  five  of  the  seven  members  of  the  adjustment  board  to 
declare  an  "emergency”  but  this  has  been  no  barrier  to  such  action.  The  1941 
legislature  relaxed  the  limitation  statute  further  by  exempting  Indianapolis  from 
the  statutory  limit. 

Consequently,  Indiana  does  not  actually  have  a  maximum  over-all  limit,  but 
rather  a  system  whereby  a  super  county  tax-rate  fixing  agency  can  do  as  little  or 
as  much  limiting  as  it  deems  necessary.  In  essence,  the  board  is  the  final  local 
appropriating  agency  for  all  local  units,  as  it  may  revise  budget  estimates,  up  or 
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down,  based  upon  data  submitted  to  it.  Under  the  so-called  "Indiana  Plan"  any 
taxpayers  or  any  local  unit  of  government  may  appeal  the  action  of  the  county 
board  to  the  state  tax  board.  The  state  board  has  the  power  to  "affirm,  change, 
revise,  or  reduce"  the  rates  and  items  in  any  budget,  provided  that  it  does  not 
increase  the  rate  for  any  unit  above  the  total  rate  originally  fixed  by  the  unit  or 
increase  the  combined  rate  as  fixed  by  the  county  adjustment  board. 

The  operation  of  the  tax  limit  law  has  not  seriously  curtailed  the  financing  of 
local  governments  in  Indiana  except  during  the  transition  period  of  1933-34. 
The  principal  effect  is  that  it  leaves  practically  no  home  rule  in  matters  of  financing 
local  governmental  operations. 

Proponents  of  tax  limits  have  been  dissatisfied  with  the  Indiana  situation 
and  would  restrict  the  power  of  localities  to  provide  revenues  to  operate  as  a 
self-sustaining  unit  by  a  constitutional  provision  setting  rigid  limits.  Rigid  con¬ 
stitutional  limitations  once  adopted  would  persist  in  the  face  of  apparently  over¬ 
whelming  opposition.  Good  practice  demands  broad  and  general  constitutional 
provisions  capable  of  meeting  the  variety  of  conditions,  which  if  they  do  not 
already  exist,  are  bound  to  develop  in  any  political  body. 

An  over-all  limit  which  applies  uniformly  throughout  a  state  fails  to  allow 
for  differences  in  local  resources  and  needs.  A  rigid  over-all  rate  as  low  as  that 
proposed  by  the  real  estate  boards  is  virtually  equivalent  to  a  fixed  rate.  This 
rule  is  well  demonstrated  in  Indiana  where  tax  rates  for  municipalities  ranged 
from  $1.07  to  $6.04,  in  spite  of  the  tax  limit  and  public  pressure  on  the  county 
adjustment  board.  Differences  in  local  resources,  differences  in  services  demanded^ 
and  performed,  and  differences  in  the  whole  scale  of  government  operations 
are  the  causes  of  these  rate  differentials.  A  large  city  presents  problems  totally 
different  from  those  of  a  small  village.  With  a  more  crowded  population  there  is 
greater  need  for  police  and  fire  protection,  for  traffic  control,  for  health  and 
sanitation  measures,  business  regulation,  and  recreational  facilities.  These  needs 
are  not  offset  by  correspondingly  high  valuations.  Drastic  constitutional  limita¬ 
tion  simply  ignores  these  inherent  and  long-standing  differences. 

Washington. — This  has  been  particularly  evident  in  Washington.  Some 
municipalities  have  not  been  affected  to  any  great  extent.  This  has  been  due  in 
part  to  the  comparative  high  limit  and  also  to  other  sources  of  revenue  such  as 
taxes  on  public  utility  districts.  On  the  other  hand,  a  large  number  of  the 
municipalities  of  the  state  are  faced  with  serious  financial  difficulties.  This  is 
accentuated  by  the  fact  that  parts  of  the  state  are  in  a  period  of  rapidly  growing 
population  and  a  consequent  necessity  for  public  improvements.  The  situation  has 
a  serious  effect  on  the  allocation  of  state-collected  taxes  since  the  tax  limits  have 
created  such  a  diversity  of  need. 

Seattle  is  one  of  the  cities  of  Washington  which  have  been  particularly  hard 
hit  by  the  operation  of  the  40  mill  limitation.  The  situation  there  well  illustrates 
the  plight  of  some  of  the  cities  operating  with  legally  restricted  tax  rates  which 
are  feeling  the  increasing  impact  of  the  war.  This  situation  is  described  in 
November  28,  1942,  issue  of  the  Seattle  Municipal  News  publication  by  the 
Municipal  League  of  Seattle,  a  citizens’  reform  organization.  The  League  de- 
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scribes  the  current  problems  of  city  as  follows: 

"Seattle  government,  which  by  and  large  has  operated  at  a  deficit  for  many 
years,  was  faced  this  year  with  the  task  of  financing  a  civilian  defense  pro¬ 
gram.  Arrangements  were  made  with  the  Clearing  House  Association  of 
Seattle  to  issue  warrants  to  a  maximum  of  $500,000  for  this  purpose,  with 
the  understanding  that  the  City  Council  would  submit  to  the  people  a  special 
levy  for  the  purpose  of  financing  this  function.  The  arrangements  have  been 
carried  out  in  good  faith  on  all  sides,  expenditures  have  been  made  with 
prudence,  and  the  voters  have  decided  against  the  special  tax  on  property. 
The  League  will  have  more  to  say  on  the  reason  for  this  decision. 

"At  the  same  time,  however,  Seattle  is  faced  with  serious  losses  in  rev¬ 
enue  from  present  state  sources,  namely,  the  liquor  and  gasoline  taxes.  These 
losses,  taken  together  with  the  increased  demands  made  on  city  government 
for  civilian  defense  and  other  purposes,  make  it  apparent  that  without  clearcut 
and  decisive  action,  this  city  faces  financial  disaster.” 

In  addition  to  civilian  defense,  the  League  cites  other  specific  problems: 

"1.  Fire  and  police  protection,  both  of  which  obviously  must  be  ex¬ 
tended  promptly  as  the  population  and  industrial  importance  of  the  city  grow. 

"2.  Refuse  collection,  similarly  a  general  fund  obligation,  which  also 
expands  in  proportion  to  the  daily  growth  in  population. 

"3.  Health  services,  more  important  now  than  ever  in  the  history  of  the 
city. 

"There  seems  to  be  no  simple,  direct  answer  to  the  basic  problem.  Re¬ 
allocation  of  state  funds  has  been  stressed  and  certainly  should  be  investigated 
thoroughly  prior  to  and  during  the  legislative  session.  The  extent  to  which 
present  state  tax  sources,  including  the  sales  tax,  may  be  reduced  during  1943, 
is  an  unknown  quantity  which  emphasizes  the  necessity  for  likewise  thoroughly 
surveying  Seattle’s  own  revenue  structure. 

"Members  of  the  City  Council  and  the  city  administration  are  studying 
the  over-all  problem,  and  it  is  hoped  their  efforts  will  result  in  a  well- 
developed  program  of  action  before  the  end  of  the  year.  The  problem  is 
sufficiently  acute  to  merit  the  attention  and  active  interest  of  every  citizen 
in  the  sincere  efforts  of  these  public  officials.” 

Thus  the  question  again  arises.  Who  has  benefited  from  tax  limitation? 
Where  is  the  tax  reform  promised  by  its  proponents?  It  has  already  been  shown 
that  as  a  result  of  the  regressive  replacement  taxes  enacted  that  the  average  Seattle 
home  owner  is  paying  more  taxes  than  before  the  limitation.  The  charges  of  the 
Seattle  Municipal  League  do  not  bear  out  the  contention  that  tax  limits  "open 
the  door  to  tax  reform.”  The  possibility  of  a  breakdown  of  the  basic  municipal 
functions  of  fire  and  police  protection,  refuse  collection,  and  health  services  at  a 
time  when  their  efficient  performance  is  most  needed  now  faces  the  many  Wash¬ 
ington  voters  who  so  blithely  re-affirm  the  limitation  measure  every  other  year. 

Seattle's  deficit  of  January  1,  1942,  was  $3,341,898.93,  for  January  1,  1943, 
$4,079,204.43,  and  budget  estimates  show  an  expected  deficit  at  the  end  of  1943 
of  $4,128,857.55. 

Conclusion. — The  movement  for  over-all  tax  rate  limits  is  essentially  the 
product  of  a  well  organized  and  articulate  group  of  real  estate  operators  and 
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property  owners  aimed  at  a  single  objective — relief  from  real  estate  taxes  at  any 
cost.  The  scheme  does  not  bring  about  important  governmental  economies  or 
lasting  reductions  in  the  total  tax  burden,  but  rather  so  disrupts  public  finances 
and  services  as  to  threaten  the  existence  of  local  government.  A  uniform,  in¬ 
flexible  limit  deprives  the  fiscal  system  of  the  flexibility  required  for  adaptation 
to  changing  social  and  economic  conditions,  and  fails  to  allow  for  differences 
in  community  needs  and  community  resources.  Although  some  replacement  rev¬ 
enues  may  be  eventually  found,  the  immediate  effect  is  reduction  and  substantial 
curtailment  of  essential  governmental  services.  Over-all  limitations  seriously  in¬ 
jures  municipal  credit.  In  the  long  run,  the  effect  on  local  governmental  finances 
is  cumulative  as  a  result  of  postponement  of  capital  improvements,  curtailment  of 
maintenance,  increase  in  operating  deficits,  and  devious  methods  of  financial 
operations  forced  upon  public  officials. 

All  the  purported  objectives  of  the  proponents  of  tax  limitations  have  been 
achieved  in  a  number  of  states  without  the  resorting  to  tax  limits  and  its  at¬ 
tendant  disastrous  effects  upon  local  governments,  particularly  municipalities. 
Proponents  of  tax  limitations  propose  to  limit  income  from  a  particular  source 
and  thus  solve  by  indirection  the  problem  of  increasing  expenditures  of  public 
funds.  Similarly  a  man  may  be  taught  to  write  with  his  left  hand  by  cutting  off 
his  right.  If  economy  is  the  object  it  should  be  approached  directly  rather  than 
indirectly.  To  attempt  to  promote  economy  by  tax  limitation  is  to  "foment  a  tax 
strike  in  euphonious  disguise.”  Curtailment  of  services  and  increased  future 
taxation  are  the  products. 
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APPENDIX 

OVER  ALL  PROPERTY  TAX  LIMITATION  MEASURES1 

Indiana 

Laws  of  1937,  Chapter  119 

5  93-1512 

Sec.  1.  Tax  levies — Maximum  rate — State. — That  the  total  of  all  tax 
rates  whether  fixed  by  the  state  board  of  tax  commissioners  or  by  statute  from 
which  any  revenue  shall  accrue  or  be  paid  to  the  state  treasury  for  any  purpose 
or  for  the  use  of  any  fund  kept  or  received  by  the  treasurer  of  state,  for  the  year 
1937,  upon  which  taxes  are  payable  in  the  year  1938  and  for  each  year  thereafter 
shall  not  exceed  the  sum  of  fifteen  cents  upon  each  one  hundred  dollars  of  taxable 
property  within  said  state.  None  of  the  provisions  hereof  shall  be  construed  to  give 
either  the  county  board  of  tax  adjustment  or  the  county  auditor  any  jurisdiction 
in  respect  to  said  rate. 

5  93-152 

Sec.  2.  Municipal  corporation  defined. — The  term  "municipal  corporation,” 
as  used  herein  shall  include  counties,  townships,  school  townships,  cities,  school 
cities,  towns,  school  towns,  school  districts,  sanitary  districts,  park  districts  and  all 
taxing  units  within  the  state. 

5  93-153 

Sec.  3.  Tax  rates — Municipal  corporations — Outside  corporate  limits — 
Inside  corporate  limits — Maximum  rate. — The  total  of  all  tax  rates  on  property 
within  any  municipal  corporation  for  all  municipal  corporations  for  which  the 
property  therein  is  taxable,  except  as  hereinafter  provided,  shall  not  exceed  the 
following  total  rates: 

5  93-154 

In  territory  outside  of  the  corporate  limits  of  incorporated  cities  and  towns,  the 
total  tax  rate  for  all  purposes,  including  the  state  rate  referred  to  in  Section  1  of 
this  Act,  and  including  the  township  levy  and  the  rate  for  poor  relief,  shall  not 
exceed  one  dollar  and  twenty-five  cents  on  each  one  hundred  dollars  of  taxable 
property  therein. 

3  93-155 

In  territory  inside  of  the  corporate  limits  of  incorporated  cities  and  towns, 
the  total  tax  rate  for  all  purposes,  including  the  state  rate  referred  to  in  Section  1 
of  this  Act,  and  including  the  township  levy  and  the  rate  for  poor  relief,  shall 
not  exceed  two  dollars  ($2.00)  on  each  one  hundred  dollars  of  taxable  property 
therein. 

3  93-156 

Sec.  4.  County  board  of  tax  adjustment — Member — Selection  of — Terms — 
Powers — County  Auditor — Duties — Meetings. — There  shall  be  created  in  each 

1  The  constitutional  and  statutory  provisions  contained  herein  are  re-printed  by  special  permis¬ 
sion  from  a  compilation  of  over-all  tax  limitation  measures  copyrighted  by  the  Commerce 
Clearing  House,  Inc. 

2  Paragraph  numbers  refer  to  the  appropriate  state  units  of  the  Corporation  Tax  Service — 
State  and  Local,  published  by  the  Commerce  Clearing  House,  Inc. 
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county  of  the  State  of  Indiana  a  county  board  of  tax  adjustment  composed  of 
seven  members. 

3  93-161 

Sec.  5.  Fixing  the  tax  rate — Procedure. — The  officers  of  each  municipal 
corporation  shall,  at  the  time  of  filing  a  statement  of  the  tax  levies  and  rates 
fixed  by  each  of  said  municipal  corporations,  also  file  with  the  county  auditor,  at 
least  two  days  prior  to  the  second  Monday  in  September,  two  copies  of  the 
budgets  on  which  said  tax  levies  are  based,  and  the  same  shall  be  carefully 
preserved  by  the  auditor  for  the  use  of  the  county  tax  adjustment  board.  The 
auditor  of  each  county  shall  estimate  the  amount  necessary  to  meet  the  cost  of 
poor  relief  in  each  township  of  said  county  for  the  ensuing  year,  and  shall 
advertise  with  the  county  budget  a  tax  rate  for  each  of  such  townships  sufficient 
to  meet  such  estimated  cost  of  poor  relief  (,)  the  proceeds  of  which  shall  be  held 
available  in  the  county  poor  fund.  If  the  tax  adjustment  board  reduces  such  poor 
relief  tax  rates  below  the  necessary  amounts,  the  county  auditor  shall  appeal  from 
the  action  of  the  tax  adjustment  board  to  the  state  board  of  tax  commissioners, 
which  board  shall  act  upon  such  appeal  in  the  manner  as  provided  herein  for 
other  appeals.  It  shall  be  the  duty  of  such  tax  adjustment  board  to  examine, 
revise,  change  or  reduce,  but  not  increase,  any  budget,  tax  levy  or  rate,  and  to 
hold  such  budget  within  the  total  of  the  amount  of  revenue  to  be  raised  therefor 
from  any  source  whatsoever,  to  reduce  such  budget  in  accordance  therewith.  In 
the  event  said  board  shall  make  any  such  revision,  change  or  reduction  in  any 
budget  levy  or  rate,  it  shall  (,)  in  a  written  order  signed  by  the  chairman  and  filed 
with  the  county  auditor  (,)  indicate  any  change  made  in  the  rate  or  levy  and  the 
revision,  change  or  reduction  made  in  the  budget;  but  said  board  shall  make  such 
revision,  change  or  reduction  only  in  respect  to  the  total  amounts  budgeted  for 
each  office  held  within  each  of  the  budgeted  classifications  as  prescribed  by  the 
state  board  of  accounts.  Said  board  shall  not  revise,  change  or  reduce  the  detailed 
items  included  in  such  budgeted  classifications.  The  local  tax  adjustment  board 
shall  endeavor  to  limit  the  aggregate  of  the  tax  rates  in  accordance  with  the 
provisions  of  this  Act:  Provided,  however,  That  if  said  board  shall,  as  a  result 
of  its  analysis  and  review  of  the  budget  or  budgets  of  any  municipal  corporation 
or  corporations,  come  to  the  conclusion  that  the  rate  of  taxation  as  limited  by  the 
provisions  of  this  Act  is  inadequate  or  that  there  be  reasonable  necessity  for  an 
increase  of  the  aggregate  rate,  then,  in  that  event,  the  tax  adjustment  board  shall 
submit  in  writing  such  recommendations,  including  an  analysis  of  the  total  ag¬ 
gregate  rate  and  such  other  data  as  in  its  discretion  will  transmit  to  the  state  board 
of  tax  commissioners  all  the  necessary  facts  and  circumstances  under  which,  in 
its  opinion,  the  final  aggregate  rate  should  be  broken  down  and  distributed  to  the 
separate  and  several  corporations,  and  such  recommendations  shall  be  filed  in 
duplicate  in  the  office  of  the  county  auditor,  one  copy  of  which  shall  be  im¬ 
mediately  forwarded  to  the  state  board  of  tax  commissioners  and  all  other  data 
shall  be  preserved  in  the  office  of  the  county  auditor  for  the  use  of  all  parties. 
The  state  board  of  tax  commissioners  shall  then  proceed  to  review  such  budgets 
and  proceed  according  to  the  provisions  outlined  in  this  Act  governing  appeals. 
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5  93-162 

All  duties  of  the  county  board  of  tax  adjustment  to  be  performed  under  this 
Act  shall  be  completed  on  or  before  the  first  day  of  October  in  the  year  of  their 
appointment. 

9  93-163 

If  the  county  tax  adjustment  board  shall  revise,  change  or  reduce  any  such 
budget,  levy  and  rate  as  fixed  by  the  proper  officers  of  any  such  municipal  cor¬ 
poration,  the  budget,  levy  and  rate  as  so  revised,  changed  or  reduced  by  said  board 
shall  be  the  only  budget,  levy  and  rate  upon  which  taxes  shall  be  levied,  collected 
and  applied  during  the  ensuing  year,  except  as  herein  otherwise  provided. 

9  93-164 

Sec.  6.  Exceptions — Outstanding  obligations  defined. — Neither  the  total 
rates  fixed  in  Section  3  of  this  Act  nor  any  other  provisions  of  this  Act  shall  apply 
to  levies  or  rates  required  by  municipal  corporations  for  any  of  the  following 
purposes:  (a)  to  meet  the  principal  and  interest  upon  any  funding,  refunding 
or  judgment  funding  obligations  of  any  municipal  corporation;  (b)  to  meet  the 
interest  or  principal  upon  any  outstanding  obligations  of  any  municipal  corpora¬ 
tion  or  of  any  judgment  taken  against  any  municipal  corporation;  (c)  to  meet 
the  interest  and  principal  upon  any  obligations  issued  by  any  municipal  corporation 
to  meet  an  emergency  growing  out  of  a  flood,  fire,  pestilence,  war  or  other  major 
disaster;  (d)  to  meet  the  interest  and  principal  upon  any  other  obligations  here¬ 
after  issued  which  in  their  issuance  have  been  petitioned  for  and  issued  in  ac¬ 
cordance  with  the  provisions  of  this  Act;  (e)  to  meet  the  requirements  of  the 
county  welfare  fund  for  public  welfare  services.  In  complying  with  provisions 
of  this  Act,  the  levies  or  rates  referred  to  in  this  section  shall  be  excluded  from 
consideration  by  the  county  board  of  tax  adjustment,  the  county  auditor  and  the 
state  board  of  tax  commissioners,  except  to  determine  that  said  levies  and  rates 
do  not  exceed  the  amount  actually  necessary  for  said  purposes.  The  levies  and 
rates  referred  to  in  this  section  shall  be  added  to  and  become  a  part  of  the  levy 
and  rate  finally  fixed  for  each  municipal  corporation.  It  shall  be  the  duty  of  all 
officers  and  governmental  bodies  having  to  do  with  the  levying  of  taxes  to  levy 
taxes  for  the  purposes  referred  to  in  this  section  in  an  amount  sufficient  to  meet 
said  purposes,  any  provisions  of  this  or  any  other  statute  to  the  contrary  notwith¬ 
standing. 

9  93-165 

The  term  "outstanding  obligations”  as  used  in  this  Act  shall  be  deemed  to 
include  any  obligations  where  notice  of  sale  of  such  obligations  has  been  published 
prior  to  the  effective  date  of  this  Act. 

9  93-166 

Sec.  7.  Filing  of  petitions — Procedure. — No  tax  levies  or  rates  to  meet 
the  principal  and  interest  of  any  obligations  hereafter  issued  under  clause  (d)  of 
Section  6  hereof  shall  be  made  unless  prior  to  the  issuance  of  such  obligations  a 
petition  or  petitions  shall  be  filed  by  at  least  fifty  (50)  owners  of  taxable  real 
estate  in  the  municipal  corporation  *  *  * 

9  93-170 

Sec.  8.  County  auditor — Powers — Duties — Municipal  corporation  may 


28 


TAX  LIMITATION  LAWS 


appeal — To  whom — When. — If  the  county  board  of  tax  adjustment  for  any  reason 
fails  to  complete  its  duties  within  the  time  herein  fixed,  or  fails  to  reduce  the 
aggregate  amount  of  the  levies  and  rates,  exclusive  of  the  levies  and  rates  referred 
to  in  Section  6  of  this  Act,  will  not  exceed  the  total  applicable  rate  fixed  in  Section 
3  of  this  Act,  then  the  tax  rate  in  each  of  the  municipal  corporations  within  such 
county  shall  thereupon  be  calculated  and  fixed  by  the  county  auditor  in  the  follow¬ 
ing  manner.  ( : )  The  auditor  shall  calculate  and  fix  such  rates  so  that  the  total  tax 
rate  of  property  within  any  municipal  corporation,  for  all  municipal  corporations 
shall  not  exceed  the  rates  fixed  in  Section  3  of  this  Act,  exclusive  of  the  rates 
referred  to  in  Sections  6  and  10  of  this  Act,  and  such  rates  shall  be  the  only 
rates  upon  which  taxes  shall  be  collected  in  such  municipal  corporations  for  the 
following  budget  year,  except  as  herein  otherwise  provided.  Such  calculation  shall 
be  made  by  the  auditor  and  certified  to  each  municipal  corporation  within  the 
county  on  or  before  the  fifth  day  of  October. 

5  93-171 

On  or  before  the  fifteenth  day  of  October  any  municipal  corporation  within 
the  county  may  take  an  appeal  to  the  state  board  of  tax  commissioners  for  an 
increase  of  the  tax  levy  and  rate  fixed  by  the  county  tax  adjustment  board  or  the 
county  auditor.  Such  increase  shall  be  within  the  limits  of  the  tax  levy  and  (rate) 
originally  fixed  by  such  municipal  corporation.  Such  appeal  may  be  taken  by  filing 
with  the  state  board  of  tax  commissioners  a  petition  signed  by  the  highest  executive 
officer  of  the  municipal  corporation,  or  in  the  case  of  counties,  by  the  board  of 
commissioners  of  the  county  and  also  by  the  presiding  officer  of  the  legislative 
body  of  any  such  municipal  corporation.  The  taking  of  such  appeal  shall  be 
authorized  by  a  resolution  adopted  by  a  majority  vote  of  the  legislative  body  of 
such  municipal  corporation,  and  a  copy  of  such  resolution  shall  be  attached  to  the 
petition  filed  with  the  state  board  of  tax  commissioners.  On  or  before  the  fifteenth 
day  of  October  ten  or  more  taxpayers  in  any  municipal  corporation,  other  than 
those  who  pay  poll  tax  only,  and  who  are  affected  by  any  budget,  levy  or  rate  of 
any  such  municipal  corporation  as  fixed  by  the  county  board  of  tax  adjustment 
or  county  auditor,  and  feel  aggrieved  thereby,  may  appeal  therefrom  or  any  part 
thereof  to  the  state  board  of  tax  commissioners  as  now  provided  by  the  Acts  of  the 
General  Assembly  of  the  State  of  Indiana  191 9,  Chapter  59  and  amendments 
thereto. 

S  93-172 

The  state  board  of  tax  commissioners  shall  act  on  such  appeals  only  after  giving 
notice  and  conducting  a  public  hearing  by  one  of  its  members  or  duly  appointed 
representatives  upon  such  appeals  within  the  county  and  at  a  time  and  place  to 
be  stated  in  said  notice.  Said  notice  shall  be  published  one  time  at  least  five  (5) 
days  prior  to  the  date  of  the  hearing  in  two  newspapers  of  general  circulation  in 
the  county,  or  if  there  be  only  one  such  paper  so  published,  then  in  such  paper; 
provided,  that  the  notice  above  provided  for  shall  state  which  budget  or  budgets, 
which  rate  or  rates,  are  to  be  reviewed  by  the  State  Board  of  Tax  Commissioners. 

S  93-173 

Said  state  board  shall  have  power  to  inquire  into  and  review  any  or  all  of  the 
various  budgets  and  rates  which  make  up  the  total  aggregate  budgets  and  total 
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aggregate  rate  affecting  property  within  the  unit  from  which  the  appeal  has  been 
filed  and  shall  have  the  power  to  revise,  change  or  increase  any  levy  and  rate  as 
petitioned  for,  but  only  within  the  limit  of  the  levy  and  rate  originally  fixed  by 
such  municipal  corporations.  Any  change  or  increase  made  in  the  levy  and  rate 
and  the  resulting  revision  or  change  in  the  budget  shall  be  certified  to  the  county 
auditor  and  to  such  municipal  corporation  taking  such  appeal.  Such  change  or 
revision  shall  be  made  only  in  respect  to  the  total  amounts  budgeted  for  each  office 
or  department  within  each  of  the  budgeted  classifications  as  prescribed  by  the 
state  board  of  accounts.  Said  board  shall  not  revise,  change  or  increase  the  detailed 
items  included  in  the  totals  in  such  budget.  The  budget,  levy  and  rate  as  fixed  by 
the  order  of  the  state  board  of  tax  commissioners  on  such  appeal  shall  be  the  only 
budget,  levy  and  rate  upon  which  taxes  shall  be  levied,  collected  and  expended 
during  the  ensuing  year,  and  the  action  of  the  state  board  of  tax  commissioners 
shall  be  final  and  conclusive. 

3  93-174 

All  the  duties  of  the  state  board  of  tax  commissioners  to  be  performed  under 
this  section  shall  be  completed  on  or  before  the  thirtieth  day  of  November  or  as 
soon  thereafter  as  possible. 

5  93-175 

Sec.  9.  Allocation  of  funds. — After  the  budget,  levy  and  rate  for  each 
municipal  corporation  have  been  finally  fixed  and  determined  as  herein  provided, 
the  appropriating  body  of  each  municipal  corporation  shall  allocate  the  funds  to 
be  derived  from  said  levy  in  such  manner  that  the  expenditures  of  the  ensuing 
year  shall  remain  within  the  limitations  fixed  in  accordance  with  Sections  5  and  8 
of  this  Act. 

5  93-176 

Sec.  10.  Act  construed. — None  of  the  provisions  of  this  Act  shall  be  deemed 
or  construed  to  limit,  modify,  amend,  restrict  or  repeal  any  of  the  provisions  of 
Chapter  3  of  the  Acts  of  the  Special  Session  of  the  79th  General  Assembly  of 
1936  or  any  Act  amendatory  thereof  or  supplementary  thereto,  and  the  provisions 
of  this  Act  shall  not  restrict  or  modify  or  in  any  way  apply  to  the  fixing  of  tax 
levies,  making  of  appropriations  and  providing  of  funds  and  the  right  of  appeal 
or  ordering  of  an  appeal  in  connection  therewith. 

5  93-177 

Sec.  11.  Specific  repeal.- — All  Acts  and  parts  of  Acts  in  conflict  herewith 
and  all  Acts  and  parts  of  Acts  relating  to  the  limitation  of  taxes  for  the  payment 
of  municipal  obligations  are  hereby  repealed.  The  following  Acts  are  hereby 
specifically  repealed:  an  Act  entitled  "An  Act  relative  to  tax  levies  and  providing 
for  the  fixing  thereof,  limiting  the  amount  of  the  same  and  repealing  all  laws  in 
conflict  therewith,  and  declaring  an  emergency,”  approved  March  9,  1933,  being 
Chapter  237  of  the  Acts  of  1933;  also  an  Act  entitled  "An  Act  supplemental  to 
an  Act  entitled  'An  Act  relating  to  tax  levies  and  providing  for  the  fixing  thereof, 
limiting  the  amount  of  the  same  and  repealing  all  laws  in  conflict  therewith,’  which 
became  a  law  without  the  governor’s  signature  on  August  8,  1932,  being  Chapter 
10  of  the  Acts  of  the  General  Assembly  of  Indiana,  special  session  1932;  applying 
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to  all  cities  of  the  first  and  second  classes,  and  declaring  an  emergency,”  approved 
March  7,  1933,  being  Chapter  120  of  the  Acts  of  1933. 

Michigan 

Constitution,  Article  X — Finance  and  Taxation 
5  90-109 

Sec.  21.  (Limitation  of  assessment). — The  total  amount  of  taxes  assessed 
against  property  for  all  purposes  in  any  one  year  shall  not  exceed  one  and  one-half 
per  cent  of  the  assessed  valuation  of  said  property,  except  taxes  levied  for  the 
payment  of  interest  and  principal  on  obligations  heretofore  incurred,  which  sums 
shall  be  separately  assessed  in  all  cases:  Provided,  That  this  limitation  may  be 
increased  for  a  period  of  not  to  exceed  five  years  at  any  one  time,  to  not  more 
than  a  total  of  five  per  cent  of  the  assessed  valuation,  by  a  two-thirds  vote  of  the 
electors  of  any  assessing  district,  or  when  provided  for  by  the  charter  of  a  municipal 
corporation:  Provided  further,  That  this  limitation  shall  not  apply  to  taxes  levied 
in  the  year  1932.  (As  added  to  Art.  X  by  popular  vote  at  the  general  election 
held  on  November  8,  1932.)  (Comp.  p.  20-015.) 

Nevada 

Constitution,  Article  X — Taxation 
3  9006b 

Sec.  2. — The  total  tax  levy  for  all  public  purposes  including  levies  for  bonds, 
within  the  State  or  any  subdivision  thereof,  shall  not  exceed  five  cents  on  one 
dollar  of  assessed  valuation.  S.  J.  R.  No.  17  ratified  by  the  voters  at  the  general 
election  November  3,  1936.) 

New  Mexico 

Constitution,  Article  VIII — Taxation  and  Revenue 
3  9003 

Sec.  2.  Limitation  of  tax. — Taxes  levied  upon  real  or  personal  property  for 
state  revenue  shall  not  exceed  four  mills  annually  on  each  dollar  of  the  assessed 
valuation  thereof  except  for  the  support  of  the  educational,  penal  and  charitable 
institutions  of  the  state,  payment  of  the  state  debt  and  interest  thereon;  and  the 
total  annual  tax  levy  upon  such  property  for  all  state  purposes  exclusive  of  neces¬ 
sary  levies  for  the  state  debt  shall  not  exceed  ten  mills;  Provided,  however,  that 
taxes  levied  upon  real  or  personal  tangible  property  for  all  purposes,  except  special 
levies  on  specific  classes  of  property  and  except  necessary  levies  for  public  debt, 
shall  not  exceed  twenty  mills  annually  on  each  dollar  of  the  assessed  valuation 
thereof,  but  laws  may  be  passed  authorizing  additional  taxes  to  be  levied  outside 
of  such  limitation  when  approved  by  at  least  a  majority  of  the  electors  of  the 
taxing  district  voting  on  such  proposition.  (As  amended  by  popular  vote  in  the 
election  held  September  19,  1933.)  (See  20-014,  20-403.) 

Ohio 

Constitution,  Article  XII — (Taxation  and  Finance) 

3  90-011 

Sec.  2.  (Ten-mill  limitation;  uniformity  in  valuation;  exemptions.) — No 
property,  taxed  according  to  value,  shall  be  so  taxed  in  excess  of  one  per  cent 
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of  its  true  value  in  money  for  all  state  and  local  purposes,  but  laws  may  be  passed 
authorizing  additional  taxes  to  be  levied  outside  of  such  limitation,  either  when 
approved  by  at  least  a  majority  of  the  electors  of  the  taxing  district  voting  on  such 
proposition,  or  when  provided  for  by  the  charter  of  a  municipal  corporation.  Land 
and  improvements  thereon  shall  be  taxed  by  uniform  rule  according  to  value.  All 
bonds  outstanding  on  the  first  day  of  January,  1913,  of  the  state  of  Ohio  or  of 
any  city,  village,  hamlet,  county,  or  township  in  this  state,  or  which  have  been 
issued  in  behalf  of  the  public  schools  of  Ohio  and  the  means  of  instruction  in 
connection  therewith,  which  bonds  were  outstanding  on  the  first  day  of  January, 
1913,  and  all  bonds  issued  for  the  world  war  compensation  fund,  shall  be  exempt 
from  taxation,  and  without  limiting  the  general  power,  subject  to  the  provisions 
of  Article  I  of  this  constitution,  to  determine  the  subjects  and  methods  of  taxa¬ 
tion  or  exemption  therefrom,  general  laws  may  be  passed  to  exempt  burying 
grounds,  public  school  houses,  houses  used  exclusively  for  public  worship,  in¬ 
stitutions  used  exclusively  for  charitable  purposes,  and  public  property  used  ex¬ 
clusively  for  any  public  purpose,  but  all  such  laws  shall  be  subject  to  alteration 
or  repeal;  and  all  the  value  of  all  property  so  exempted  shall,  from  time  to  time, 
be  ascertained  and  published  as  may  be  directed  by  law.  (Const.  Amdmt.  adopted 
at  election  of  November  5,  1929,  effective  January  1,  1931,  as  amended  by  Con¬ 
stitutional  Amendment  adopted  November  7,  1933.)  (Comp,  20-011,  20-012, 
20-013.) 

Oklahoma 

Constitution,  Article  X — Revenue  and  Taxation 


5  95-510 

Sec.  13642.  (X-9)  Limitation  on  Ad  Valorem  Taxes. — Except  as  herein 

otherwise  provided,  the  total  taxes  for  all  purposes,  on  an  ad  valorem  basis,  shall 
not  exceed,  in  any  taxable  year,  fifteen  (13)  mills  on  the  dollar,  to  be  apportioned 
between  county,  city,  town  and  school  district,  by  the  County  Excise  Board,  until 
such  time  as  the  regular  apportionment  is  otherwise  provided  for  by  the  Legislature. 
(Comp.  If  20-025.) 

v  v  II  /  <j  95.511 

No  ad  valorem  tax  shall  be  levied  for  State  purposes,  nor  shall  any  part  of 
the  proceeds  of  any  ad  valorem  tax  levy  upon  any  kind  of  property  in  this  State 
be  used  for  State  purposes;  provided,  however,  any  county  of  the  State  may 
make  an  additional  ad  valorem  levy,  not  exceeding  two  (2)  mills  on  the  dollar 
valuation,  on  any  property  within  the  county,  for  separate  schools  for  white  and 
negro  children,  such  aid  or  money  raised  therefor  to  be  apportioned  as  provided 
by  law  provided  further,  the  annual  ad  valorem  tax  rate  for  school  purposes  may 
be  increased,  in  any  school  district,  by  an  amount  not  to  exceed  ten  (10)  mills 
on  the  dollar  valuation,  upon  all  property  in  the  district,  on  condition  that  a 
majority  of  the  qualified  voters  of  such  district  voting  at  an  election,  vote  for  such 
increase,  provided,  however,  that  the  Legislature  shall  by  proper  laws  prescribe 
the  manner  and  method  of  conducting  said  election,  but  until  such  legislative 
provision  is  made,  said  levy  may  be  made  and  said  election  held  as  now  provided 
by  law;  and  provided  further,  that  limitations  on  the  levy  of  such  additional  10 
mill  levy  may  be  made  hereafter  by  the  Legislature.  (Comp.  20-025.) 
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5  95-512 

Provided,  also,  an  additional  levy  may  be  made  each  year,  in  the  State  and  in 
the  various  subdivisions  thereof,  on  all  personal  and  real  property  subject  to  ad 
valorem  taxes,  to  reasonably  take  care  of  bonded  and  other  valid  indebtedness 
of  the  State  and  its  various  subdivisions  existing  at  the  time  this  amendment  is 
adopted  and  becomes  effective,  but  such  necessary  additional  levy  or  assessment 
on  such  property  to  take  care  of  such  indebtedness  existing  and  owing  by  the 
State  and  its  subdivisions  at  such  time  shall  in  no  event  exceed  levy  or  assessment 
for  which  such  property  would  have  been  liable  under  the  Constitution  and  laws 
of  the  State  as  same  existed  immediately  prior  to  the  adoption  of  this  amendment. 
No  provision  hereof  shall  be  construed  to  tax  churches  or  schools.  (As  amended 
by  vote  of  the  People  at  the  election  held  on  August  15,  1933.)  (Comp, 
20-025.) 

Rhode  Island 

General  Laws,  1938,  Chapter  329  —  Powers,  Privileges  and  Prerogatives  of 

Cities  and  Towns 

5  94-052 

Sec.  28. — No  town  shall  assess  its  ratable  property  in  any  one  year  in  excess 
of  2  and  one-half  per  cent  of  its  ratable  value  except  for  the  purpose  of  paying 
the  indebtedness  of  such  town  or  the  interest  thereon,  or  for  appropriations  to 
any  of  the  sinking  funds;  provided,  however,  that  whenever  it  shall  appear  that 
the  valuation  of  the  ratable  property  of  a  town  as  fixed  by  the  assessors  will  not 
yield  the  amount  of  tax  legally  ordered  by  the  electors  to  be  levied  for  the  purposes 
authorized  by  law  except  as  aforesaid  the  state  budget  director  and  comptroller 
may,  upon  petition  by  the  town  council,  authorize  the  assessment  to  be  made  in 
excess  of  said  2  and  one-half  per  cent  in  any  one  year,  or  may  authorize  such 
town  to  incur  indebtedness  in  excess  of  the  limit  of  3  per  cent  of  the  taxable 
property  of  such  town  imposed  by  Section  25  of  this  chapter,  or  both,  upon 
presentation  of  evidence  satisfactory  to  him  that  such  a  course  is  warranted  by  all 
the  circumstances.  For  this  purpose  said  state  budget  director  and  comptroller 
may  require  such  information  concerning  the  financial  condition  of  the  town  as 
he  may  deem  necessary  for  the  proper  exercise  of  such  authority.  (P.  L.,  1933, 
Ch.  2028,  amending  P.  L.,  1932,  Ch.  1944,  and  P.  L.,  1920,  Ch.  1846.) 

Washington 
Referendum  Measure 

S  91-855 

Sec.  11238-le. — Forty  Mill  Tax  Levy  Limitation — Referendum. — Except  as 
hereinafter  provided,  the  aggregate  of  all  tax  levies  upon  real  and  personal  prop¬ 
erty  by  the  state,  municipal  corporations,  taxing  districts  and  governmental 
agencies,  now  existing  or  hereafter  created,  shall  not  in  any  year  exceed  forty 
mills  on  the  dollar  of  assessed  valuation,  which  assessed  valuation  shall  be  fifty 
per  centum  of  the  true  and  fair  value  of  such  property  in  money;  and  within  and 
subject  to  the  aforesaid  limitation  the  levy  by  the  state  shall  not  exceed  two  mills 
to  be  used  exclusively  for  the  support  of  the  University  of  Washington,  Wash¬ 
ington  State  College  and  the  State  College  of  Education;  the  levy  by  any  county 
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shall  not  exceed  ten  mills  including  any  levy  for  the  county  school  fund  required 
by  law,  the  levy  by  or  for  any  school  district  shall  not  exceed  ten  mills,  the  levy 
for  any  road  district  shall  not  exceed  three  mills,  and  the  levy  by  any  city  or  town 
shall  not  exceed  fifteen  mills;  Provided,  That  nothing  herein  shall  prevent  levies 
at  the  rates  provided  by  existing  law  by  or  for  any  port  or  power  district;  Provided, 
further,  That  the  limitations  imposed  by  this  section  shall  not  prevent  the  levy 
of  additional  taxes,  not  in  excess  of  five  mills  per  annum  and  without  anticipation 
of  delinquencies  in  payment  of  taxes,  in  an  amount  equal  to  the  interest  and  prin¬ 
cipal  payable  in  the  next  succeeding  year  on  general  obligation  bonds,  outstanding 
on  December  6,  1934,  issued  by  or  through  the  agency  of  the  state,  or  any  county, 
city,  town,  or  school  district  nor  the  levy  of  additional  taxes  to  pay  interest  on 
or  toward  the  reduction,  at  the  rate  provided  by  statute,  of  the  principal  of  county, 
city,  town,  or  school  district  warrants  outstanding  on  December  6,  1932;  but  the 
millage  limitation  of  this  proviso  with  respect  to  general  obligation  bonds  shall 
not  apply  to  any  taxing  district  in  which  a  larger  levy  is  necessary  in  order  to 
prevent  the  impairment  of  the  obligation  of  contracts:  Provided,  further,  That 
any  county,  school  district,  city  or  town  shall  have  the  power  to  levy  taxes  at  a 
rate  in  excess  of  the  rate  specified  in  this  act  when  authorized  so  to  do  by  the 
electors  of  such  county,  school  district,  city  or  town  by  a  three-fifths  majority  of 
those  voting  on  the  proposition  at  a  special  election,  to  be  held  in  the  year  in 
which  the  levy  is  made,  and  not  oftener  than  once  in  such  year,  in  the  manner 
provided  by  law  for  holding  general  elections,  at  such  time  as  may  be  fixed  by  the 
body  authorized  to  call  the  same,  which  special  election  may  be  called  by  the 
board  of  county  commissioners,  board  of  school  directors,  or  council  or  other 
governing  body  of  any  city  or  town,  by  giving  notice  thereof  for  two  successive 
weeks  by  publication  and  posting  in  the  manner  provided  by  law  for  giving 
notices  of  general  elections,  at  which  special  election  the  proposition  of  authorizing 
such  election  shall  constitute  not  less  than  forty  per  cent  of  the  voters  in  said 
the  proposition  to  vote  "YES,’’  and  those  opposed  thereto  to  vote  "NO,"  provided, 
that  the  total  number  of  persons  voting  at  such  special  election  shall  constitute 
not  less  than  forty  per  cent  of  the  voters  in  said  taxing  district  who  voted  at  the 
last  preceding  general  state  election:  Provided  further,  That  any  municipal  cor¬ 
poration  otherwise  authorized  by  law  to  issue  general  obligation  bonds  for  capital 
purposes  may,  at  an  election  duly  held  after  giving  notice  thereof  as  required  by 
law,  authorize  the  issuance  of  general  obligation  bonds  for  capital  purposes  only, 
which  shall  not  include  the  replacement  of  equipment,  and  provide  for  the  pay¬ 
ment  of  the  principal  and  interest  of  such  bonds  by  annual  levies  in  excess  of 
the  tax  limitation  contained  herein:  Provided,  That  such  election  shall  not  be 
held  oftener  than  once  a  year,  and  that  the  proposition  to  issue  such  bonds  and  to 
exceed  said  tax  limitation  shall  receive  the  affirmative  vote  of  a  three-fifths  majority 
of  those  voting  on  the  proposition  and  that  the  total  number  of  persons  voting  at 
such  election  shall  constitute  not  less  than  forty  per  cent  of  the  voters  in  said 
municipal  corporation  who  voted  at  the  last  preceding  general  state  election: 
Provided  further.  That  any  taxing  district  shall  have  the  right  by  vote  of  its 
governing  body  to  refund  any  general  obligation  bonds  of  said  district  issued  for 
capital  purposes  only,  and  to  provide  for  the  interest  thereon  and  amortization 
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thereof  by  annual  levies  in  excess  of  the  tax  limitation  provided  for  herein. 
(Adopted  by  the  People,  November  3,  1942.)  (Comp,  20-401.01.) 

West  Virginia 

Constitution,  Article  X — Taxation  and  Finance 
5  9001 

Sec.  1. — Subject  to  the  exceptions  in  this  section  contained,  taxation  shall  be 
equal  and  uniform  throughout  the  state,  and  all  property,  both  real  and  personal, 
shall  be  taxed  in  proportion  to  its  value  to  be  ascertained  as  directed  by  law.  No 
one  species  of  property  from  which  a  tax  may  be  collected  shall  be  taxed  higher 
than  any  other  species  of  property  of  equal  value;  except  that  the  aggregate  of 
taxes  assessed  in  any  one  year  upon  personal  property  employed  exclusively  in 
agriculture,  including  horticulture  and  grazing,  products  of  agriculture  as  above 
defined,  including  live  stock,  while  owned  by  the  producer,  and  money,  notes, 
bonds,  bills  and  accounts  receivable,  stocks  and  other  similar  intangible  personal 
property  shall  not  exceed  fifty  cents  on  each  one  hundred  dollars  of  value  thereon 
and  upon  all  property  owned,  used  and  occupied  by  the  owner  thereof  exclusively 
for  residential  purposes  and  upon  farms  occupied  and  cultivated  by  their  owners 
or  bona  fide  tenants  one  dollar;  and  upon  all  other  property  situated  outside  of 
municipalities,  one  dollar  and  fifty  cents ;  and  upon  all  other  such  property  situated 
within  municipalities,  two  dollars;  and  the  legislature  shall  further  provide  by 
general  law,  for  increasing  the  maximum  rates,  authorized  to  be  fixed,  by  the 
different  levying  bodies  upon  all  classes  of  property,  by  submitting  the  question 
to  the  voters  of  the  taxing  units  affected,  but  no  increase  shall  be  effective  unless 
at  least  sixty  per  cent  of  the  qualified  voters  shall  favor  such  increase,  and  such 
increase  shall  not  continue  for  a  longer  period  than  three  years  at  any  one  time, 
and  shall  never  exceed  by  more  than  fifty  per  cent  the  maximum  rate  herein  pro¬ 
vided  and  prescribed  by  law;  and  the  revenue  derived  from  this  source  shall  be 
apportioned  by  the  legislature  among  the  levying  units  of  the  state  in  proportion 
to  the  levy  laid  in  said  units  upon  real  and  other  personal  property;  but  property 
used  for  educational,  literary,  scientific,  religious  or  charitable  purposes,  all 
cemeteries,  public  property,  the  personal  property,  including  live  stock,  employed 
exclusively  in  agriculture  as  above  defined  and  the  products  of  agriculture  as  so 
defined  while  owned  by  the  producers  may  by  law  be  exempted  from  taxation; 
household  goods  to  the  value  of  two  hundred  dollars  shall  be  exempted  from 
taxation.  The  legislature  shall  have  authority  to  tax  privileges,  franchises,  and 
incomes  of  persons  and  corporations  and  to  classify  and  graduate  the  tax  on  all 
incomes  according  to  the  amount  thereof  and  to  exempt  from  taxation,  incomes 
below  a  minimum  to  be  fixed  from  time  to  time,  and  such  revenues  as  may  be 
derived  from  such  tax  may  be  appropriated  as  the  legislature  may  provide.  After 
the  year  nineteen  hundred  thirty-three,  the  rate  of  the  state  tax  upon  property 
shall  not  exceed  one  cent  upon  the  hundred  dollars  valuation,  except  to  pay  the 
principal  and  interest  of  bonded  indebtedness  of  the  state  now  existing.  (As 
amended  by  popular  vote  at  the  general  election  of  Nov.  8,  1932) .  (See  1,  2002, 
2003,  2010,  50-026,  60-021,  65-003,  80-011.) 
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